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ROYAL COMMISSION ON RAILWAYS AND TRANSPORTATION 
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Accidents, motor 


Administration by board or super-commission, 
proposal of Sir Henry Thornton (See algo 
Railways) 


Agriculture 

Agricultural trains, United States 

Arable lands in vicinity of railways 

Farm management in western provinces 

Farms, number in prairie provinces 

Field crops, value, Manitoba 

Freight rates and 

House and barn, arrangement of 

Placing people on land, railway activities 

Prices, 1924-30 

Revenue: Canada, Manitoba and three 
western provinces 

oustenance farming in Saskatchewan 


Alberta 
Abandonment of iines 
U.S. coal, competition 


Alberta Northern Railways 


Amalgamation 
Abandonment of lines 
Effects of 
lreeta bs- 
Pavific coast steamship services 
Opposition to 
Telegraph services 
Unified administration, possible cconomies 


Anderson, Hon. J.T.M., Premier of 
Saskatchewan 


Automotive Highway transport (See Highways) 


Aviation, Manitoba 


Beatty, Mr. E. W., President ©C.P.Kailway 
"Cooperation and coordination" 
Immigration 
National debt and utilization of resources 
Private and public ownership of railways 
Proposed rate increases, 1920 
Statement, January 5, 19352 


Blackwood, Mr. L.A., Saskatchewan Boards 
of Trade 
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Board of Railway Commissioners 
Appointments to, character of 
Grade separations 
Powors, possible increase of 
Rates, fixing of 


British Columbia, abandonment of lines 
Brookland, Manitoba, closing of C.P.shops 


Bryant, Hon. J.F., Saskatchewan mineral 
development 


Canadian Government Merchant Marine, moderni- 
zation or abandonment 


Canadian National Railways 
Administration by super-commission suggested 
Brake shocs, purchase of 
Branch lines 

Construction, demand for 
Economic value of 
Canadian Pacific 
Pecilities, present use of 
Steamship services, cooveration 
Capital expenditure 
1925~+50 
2a) 
Increases, percentage 
Capitalization 
Revision of 
Castings, purchase of 
Consolidation through lease to Canadian 
Pacific 
Debt adjustment, proposed, based on 
Crier Co, 162% 
veficits, current and prospective 
Directors, geographical selection 
Duplication, Transcontinental, third 
Barnings, grain crop and 
BHquipment, 
Age of 
Retirement 
Equipment account 
Equipment trust certificates 
Facilities, modernization of 
Hotels 
Halifax 
Saskatoon 
Vancouver 
Winnipeg 
Immigration and colonization 
Activities in Kurope 
Labour questions 
Loans 
Government and public, Dec.51,1940 
Interest on government advances,1950 
Mileage, total 
Montreal terminals 
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Winnipeg, early concessions from 


Page 
Canadian National Railways (Contid) 
Operating revenues, 1925-29 595 
Passenger revenues, 1929-30 740 
Policy, effect on Canadian Pacific 953 
Political interference 668 
Prince Rupert line 855 
Royal Commission, suggested continuance 
with specific powers 672 
Salaries and administrative expenses 847 
Steamships, coxpenditures 852 
Subsidiary companies 
Operating results 844, 855 
Ties, source of Tos 
Traffic, donsity of We: 
Train services, Montreal-Toronto~Ottawa 889 
Transcona yards and shonps 556,568 
Wages 825 
Canadian Northern Rallway, land grants 
and guarantees 599 
Canadian Pacific Railway 
Brookland, Manitoba, shops closing 642 
Canadian National facilities, present use of 741 
Capital expenditure 
192130 - 732 
Determination in advance 957 
Colonization and settlement 094 
Consolidated Mining & Smelting Cc. 966 
Dividends 
Limitation 525 
Reduction o7O 
Dominion Atlantic Railway, use of C.N. 
facilities 741. 
Harnings preceding 1922, western Canada 589 
Foundries 568 , 570 
Hotels 
Halifax 904,907+8 
Operating expenses, accounting of 970 
Royal York 888 
Winnipeg 908 
Immigration and colonization 
Activities 982 
Administration expenses 996 
United States, in 995 
Irrigation ooo 
Land grants 966 
Mileage, total 91S 
"Monopoly clause" 559 
Montreal terminal facilities TOO 
Non=competitive territory, service in 943 
Ogden and Weston shops 568 
Passenger facilities, terminals, avoidance 
of excessive cost 915 
Reserve fund for abnormal conditions suggested D205 
Salaries and administrative expenses 847 
Saskatchewan branch lines 4°74. 
Steamships, cooperation with Canadian National 8.37 
Train services, Montreal-Chisago 889 
Vancouver, in ee 
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Colonization and Finance Corporation 
Churchill, Midland railway, proposed extension 


Clancy, “ir. John, "One Big Union", 
Winnipeg Central Council 


Companies, passing dividends 
Confederation, railway problems 


Consolidation through lease of C.N. to O.P. 
on profit sharing basis 


Cooperative managemont plan, suggested 


Cottingham, Mr. WeR., K.C., Manitcba 
Municipal and Public Utility Board 


Cunard line, North Atlantic traffic 


Davis, Mr. H.D., Saskatchewan Trades and 
Labour Executive 


Delaware & Hudson Railway, wages, 1915 and 1930 


Depressions, effects of in relation to 
railways 


Diversificd farming 


Documents filed 

Ivey, Mr. A.K., Winnipeg 

Reynolds, Mr. E.d., Winnipeg 

Sharpe, Mr. W.i., Winnipeg 

Transcona Board of Trade 

United Farmcrs of Canada, Saskatchowan 
section 

Western Canada Fuel Association 


Dominion Atlantic Railway, use of C.N. 
facilities 


Dominion Trades and Labour Congress, 
Saskatchewan Executive 


Drayton-Acworth report 


Ownership and overation of railways 
Railway mileage and population 


"Beonomics of Transportation," Professor 
We. Te Jackman 
Elevators and replacement of rolling stock 


English railways, collection and dclivery 
service 


Evans, Mr. Sanford, steamship services and 
grain movements 
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Farm employment 


Pinancial Post, Canadian companies passing 
dividends 


PisveiJe. oir Joseph 
Advance railway development 
Letter to Prime Minister, 1921 
Public ownership and business adminig-~ 
tration 
Recommendations for reconstruction of 
national system 


Senate Committee report of 1925, comment on 


Freight rates 
Canned goods 
Coal 
Comparison with other countries 
Crow's Nest Pass agreement 
Distance to market and 
Door to door collection and delivery 
Equalized rates case, 1922 
Fruit 
Grain, western shipments 
Highway transport, adjustment to meet 
Inerease 
Hifect of 
Objections to 
Poseibility of 
Investigation of 1926-7 
Market prices, based on 


Proposed increases, 1920, to meet increased 


Wages 
Rate structure, revision, possibility of 
Saskatchewan 
Water competition 
Western shipments, Saskatchewan eastward 
Winnipeg and railway development 


Fruit, United States, competition of 


Gilliet, Mr, C. E., Winnipeg Board of Trade 
Grain movements, east and west 
Grand Trunk Railway, financial structure 


Great Lakes "bridge" area 


Haigh, Mr. We, Mayor of Transcona 


Highways 
Accidents, protection against 
Arterial | 
Competition 
Control of 
Efforts to meet 
Financial success, extent of 
Freight rates, adjustment to 
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Page 
Highways (Cont'd) 
Competition 
Manitoba | 551,557,603 
Freight 655 
Municipal and Public Utility Board o60—2 
Milk and cream transport 4353 ,664 
Operating loss or profit S62 
Railway brotherhoods, views of 535 
Regulation and control 561,554,559 
565,605 
Cost regulation 657 
Rates, United States ~ 660 
Rural districts, benefit to 562 
Saskatchewan 4:70 
Increase 481. 
License fees 482,491 
Trucks and buses 606 
Wages and working conditions 555 
Western and eastern conditions, 
difference between 560 
Freight Transport 063 
"Gypsy" trucks 563 
Licenso fees 4A2,491,974 
Motor accidents ef 
Weather conditions 550 
Hotels, economies, necessity for 529 
Hurison Bay 
Midland railway, cxtension 542 
Panama Canal, economic situation, St. 
Paul conference 549 
Winnipeg, direct route from 548 
Hudson Bay Railway 
Churchill, opening of ATS 
Completion, delay in O05 
Marine insurance and ocean rates 535 
Possibilities of 532 
Prospective traffic and traffic routes 548 
Trial shipments aYere) 
U.S. coumunities, facilities for 548 
Hudson's Bay Company, railway construction and 538 
Hungerford, Mr. S.Jd., Vice President of Opera- 
tion and Construction, Canadian 
National Railways 739,774 
Hunts ir. TAs, KiGey Winnipeg Board of 
Trade 502 
Immigration and colonization activities 982 


Immigration, railway prospects and 


Ivey, Mr. &4oR., Retail Merchants Association, 
Winnipeg 
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Jackman, Prof. W.T., "Economics of Trans- 


portation" 


Kansas City Southem, wages, 1913 and 1930 


Kapuskasing paper mill 


Labour wquestion as affecting railways 
Lands unoccupied in western Canada 


Laurentian shield, mineralization 


MacPherson, Hon. M.A., Attorney General and 
Provincial Treasurer, Saskatchewan 


Macalister, Mr, J.N.K., Chief Commissioner, 
Department of Immigration and 
Colonization 
Major, Hon. W.J., Attorney General of Manitoba 
Manitoba 
Abandonment of lines 
Amalgamation, opposition te 
Aviation 
Field crops, value 
Hydro-slectric development 
immigration policy 
Interurban trolley companies 
Major, Hon. W.J., statement 
Midland Railway Company 
Motor transport 
Average capacity 
Highway freight 
bicenses and fess 
Operating loss or profit 
Permits, influence in obtaining 
Street railway and 
Municipal and Public Utility Board 
Railway guarantees 
Railway mileage 
Retrenchment in 
U.S. railways, connection with; early 
provincial legislation 


Midland Railway Company 
Milliken, Mr. R.H., Saskatchewan Wheat Pool 
Monopolies in transportation 
"Monopoly Clause", (See Canadian Pacific) 
Montreal terminais 
National debt 

1931+4 

Canadian National Rlys,suggested adjustment 
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Railway obligations, current 
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National resources, undeveloped 


Noble, Mr. WeM., Manitoba Truck and Bus 
Association 


Nova Scotia, 
Abandonment of lines 
Agricultural conditions 


New Brunswick, abandonment of lines 


Nursall, Mr. Wm, “One Big Union,” Transcona 
Unit 


"One Big Union," submission at Winnipeg 
Ontario 

Abandonment of lines 

Clay belt 

Northern, resources 


Sperating losses in commercial institutions 


Panama Canal 
Canadian railways, competition with 
St. raul Conference 


Pensions 
Vopulation, increase 


Prairie provinces 
Agricultural revenue 
Diversified farming 
Railway mileage 
Wheat production 


Preudhomme, Mr. Jules, K.Ce, counsel for city 
of Winnipeg, statement at public meeting 


Pritchard, Mr. William C., statement at 
Winnipeg 


Provinces, railway connections 


Quebec province, abandonment of lines 
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Queen, Mr. John, 


Railways 
Abandonments, possible 
Acquisition 
As pubiierutllity 
Opposition to 
Adaptation to state of art 


567 ,569~70 
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Railways (Cont'd) 


Amalgamation 
Annual estimated saving 
Appliances, experimentation in 
Branch lines 
Construction, sconomies in 
Economic value of 
Canada's railway debt 
Capital, aggregate represented in Canada 
Capital expenditure 
Restriction of 
Capitalization 
Climatic cenditions, effect of 
Competition 
Service, in 
Uneconomic lines, Manitoba viewpoint 
Value of 
Construction 
Division into four periods 
Effect upon development 
Settlement and 
Cooperative effort 
Annual estimated saving 
Competition, effect on 
Hotels 
Opportunities for 
Possible economies 
Cooperative management, proposed 
Depression, effect on 
Duplication 
Saskatchewan 
Karnings, increase 1900-29 
Economies 
Bffect if overdone 
List of possible 
Employment, returned soldiers 
Equipment, hiring of 
Express and telegraphs, consolidation of 
Express serviccs 
External trade and 
Extravagance 
Facilitics 
Modernization 
Poo ine or 
Calgary~Edmonton west 
Cooperative effort in 
Freight, joint handling 
Freight services 
Lake and rail business, cooperation 
Maritime provinces, in 
Non-competitive areas, proportion of 
Passenger services 
Stations 
Ticket offices 
Trackage, elimination of duplication 
Tracks and terminals 
Grain crop and profits 
Grants in aid 
Guarantees by provinces 
Hotels, consolidation 
Immigration and 
Joint operation 
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526 
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Railways (Cont ‘d) 

Joint operation 093 
At present effective 741,905 
Switching and yard facilities 905,905 
Terminals 308 
Trackage 905 
eet e.o -solicitayion 903 

Labour questions B56 
Pre~war and present conditions 829 

LeCsle Rusiness g7o3 

Live steck industry 0435 

"Melon-slicing" 574 

Mileage 
Increase, 1900829 TTD 
Saskatchewan eae 
Separation, westcrn provinces 74: 
World, state-owned D89 

Monopoly, objection to ga 

Moter transport 558,665 

Natural resources and 594 

Operating losses compared with commercial 

institutions 579 

Over«suvervision O25a 

Passenger service 
Back of proiie ah Tal 
Recoipts, 1950 £33 

Pensions 526 

Placing people on land 982 

Political considerations C49 

Policy, dictated by competing roads 888 

Private and public ownership 796,886,913,949 
Political interference 668 

Proposed administration by board or 

commission 670 

Pap cst yr Teo 

Purchasing power of people, effect on 573 

Returned men, cost of employing 524 

Rolling stock, replacement, elevators and 502 

Running rights 499 
At present effective G05 

Salaries and administrative expenses 855,847 

Securities, flotation of 805 

Senate Committee report of 1925 585 

settler, annual value to railway GAe 

Stations, closing of 507 

Subsidies and land grants Dee 

Ticket offices, competition 6735 

Train services 
Competition 889 
Mileage, readjustment, possible economies 909 
Reduction 904 
Winnipeg-Fort William 896 

Treaty of Versailles, working conditions 525 

Union stations 500 

United States 
Capitalization 648 
Deficits, 1931 605 
Proximity to 546 

Unoceupied lands and 986 

Wages 496,652 
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Page 
Railways (Cont'd) 
Waste 669 
Elimination of 520 
Watorborne traffic, competition with 544 
Western con@itions AEBG 
Zone system 586 
Retail Merchants Association, Manitoba 
Branch, O75 
Richmond, Fredericksburg and Potomac line, 
joint ownership 729~30 
Royal Cemmission on Railways and Transportation, 
suggested continuance with specific 
oe | 
F powers STs 
Russia, jiand conditions under old regime LOOO 
Ste Boniface, Manitoba, Union stcckyaris 543 
Ste Paul and Minneapolis 
Panama Canal, conference on economic 
situation D49 
Strategic csympetitive location 048 
Saskatchewan 
Agricultural cenditions 469 
Amalgamation, opposition to 498 
Boards of Trade, submission 550 
Branch lines 471,474 
Coal, competitive rates 547 
Fishcory resources 4°78 
Freight rates, increase, objection to 5€8 
Highway mileage SLz 
Mineral development 4°76 
r) Metor transport 4°70 
sal Increase in 482 
Railways, preference to 499 
Trucks, licensed and unlicensed 455 
Pip Lic  Venveles Act 431 
Railways 
Duplication 470 
Mileage Sit 
Settlement 
Gentrol of 471,475 
Diversified farming and cattle raising 509 
Movement north 480 
Trades and Labour Council, views of Sel 
Wheat Pool, submission 528 
Saskatcnewan Ccopverative Wheat Producers Dek 
Settlement, centrol of ANZ ATS 
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Sittings 
Thursday, December 17, 1931, Regina 
(Executive Council) 
Thursday, December 17, 1931, Regina 
(Public Mee ting ) 
Friday, December 18, 1931, Winnipeg 
(Public Meeting) 
Saturday, December 19, 19351, Winnipeg 
(Executive Council) 
Ottawa, 
January 4, 1932 
January 5, 19352 
January 6, 1932 


Steamship services 
Atlantic traffic, joint arrangements 
Cunard Line, North Atlantic traffic 
Grain, movement of 
Ocean carriers and the ©.N., investigation 
nina eS Le 
Pacific Ccast, amalgamation or cooperation 


St. Lawrence waterways and grain mevement 


Stonewall, Manitoba, street railway and 
motor transport 


Suburban Transit Cempany, submission 
at Winnipeg 


Thornton, Sir Henry, President, Canadian 
National Railways, statement 
(January 4, 1932) 


Trade and railway earnings, 1800-29 
Train services de luxe 


Transcona 
Board of Trade, submission 
Foundries 
"One Big Union," on behalf of six 
discharged employees 
Railway yards and shops 


Union Stockyards, St. Boniface, Man. 


United States 
Agricultural trains 
farming conditions 
Motor accident fatalities 
New England, French Canadians in 
Passenger facilities, cost of 
Railways 
Capitalization, 1900-350 
Peticueas )Leod 
Freight rates 
Mileage, separation of 
Monopoly, avoidance of 
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United States (Cont'!d) 
Railways 
Operation during the war 
Receivership, in 
Valuation of 
Transportation Act of 1920 


Wabash Railway, building to Pittsburgh 


Wages 
Railway earnings and 


Waterborne traffic 
Competition with railways 
Panama Canal 


Western provinces 
Climatic conditions 
Farm management in 
Farms, number of 
Railway mileage, separation of 


Wheat, prices 


Winnitpeg, Man. 
Board of Trade, submission 
Grain shipments, storage of cars 
Live stock industry 
"Monopoly clause" in Canadian Pacific 
contract 
Rail connections with Churchill 
St. Boniface Union stockyards 


Statement of Mr, Preudhomme on behalf 


Of) Oey 
Transcona yards and shops 
U.S. lines inte 


Woodlock, Mr. Thos. F., on public service 
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REGINA: 
. Morning Session 
L931 Page 
Decel7? HON. Je Te Me ANDERSON 
Premier 
Saskatchewan 70 per cent agpicul- 
tural 469 
Drought conditions affected rail-~ 
way and other revenues 469 


His government not in sympathy with 
idea of amalgamation of two rail- 


ways 470 
Economies == duplication 470 
Motor bus and motor truck transpor- 

tation problem 4°70 
Stringent regulation necessary 4°71 


Prepared to give railways exclusive 
motor bus and freight franchise 
over certain routes 4°71 
Railway branch lines in Northern 
Saskatchewan had assisted land 


settlement 471 
Influx of settlers =-- purchase home~ 

stead policy 471 
Land settlement plan taking care of 

some surplus unemployed in urban AMV 

centres 


Railway duplication avoided by dividing 
provinces in Canadian Pacific and 


Canadian N&tional areas 473 
Canadian National capitalization 
Should receive attention 4°73 


Saskatchewan intensely interested in 
early opening of Hudson Bay Railway 473 
Railway expansion in northern Sask- 


atchewan 474 
PRVOri clon TOreaetLlers 475 
Settlement Limited to surveyed coun- 

try 4°76 


Alberta's restriction of settlement in 
Fesce Hiver area Deine followed in 
a general way by Saskatchewan 477 
New districts in northern Saskatche- 
wan not adequately served with high- 
ways 478 


HON e JAS e Kr e BRYANT 9 Ke (2 ° 
Minister of Public Works 


Mineral development =- fisheries 478 
Spur line from Meadow Lake to tap 
northern basin 4°79 


Country suitable for cattle raising, 
not wheat 4°79 
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HON. Me A- MacPHERSON, K.C. 
Attorney General and Provincial 
Secretary 

Sustenance farming in northern 
section 

Great proportion of settlers in 
northern part from southern 

SSCr1 Cn Of “province; nou Lint 

grants 

No very great movement north from 
south of C.P.R- where crop fail- 
Ures Occurred 

Bus. lines = figures of growth of 
vraiiie 

Hares, tmpoced, on trucks and buses 

Propose 60 Tervulate Treient raves 
having regard to railway rates 

Passenger buses to pay percentage 
on traffic handled 

Motor trucks take local express 
freight away from railways 

Proposed Legislation to meet 
situation 

Passenger traffic ~- exclusive 
franchise 

Extension of regulation to all 
commercial trucks 

Present and proposed motor vehicle 
legislation 

Commercial trucks -- total number 
operating in province 

Common carriers and contract 
Sarricrs «= distinction 

Exclusive franchise 

its sifect 

Railway companies should be given 
fiyvst Opportunity to operate mo 
tor freight and passenger lines 

Whether passenger bus companies 
paying dividends 

Depreciation of rolling stock -- 
allowance for 

Highway competition - railways 
losing money 

NOs ..) binerares very sprolitapLe 

Interurban electric lines -- rail- 
roads experience 

(Commissioner Loree) 

Exclusive franchise -~- whether 

railways would stifle traffic 
(Lord Ashfield) 

Volume of traffic -- to be con- 
trolled indirectly 

Whether control of motor freight 
rates practicable 

A more effective line of control 
suggested by Lord Ashfield 
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488 
488 
488 
489 
489 


490 
490 
490 
491 


in 


rin Ga 


LODSL 
Dec.17 Page 


HON. M.A.MacPHERSON ,KeC.(cont'd) 

License fees --inadequate in ) 
contrast with heavy charge sus-" 
tained by railways on their right 
of way 

(Sir Joseph Flavelle) 492 

Prohibitive fee = not intended; 

proposed fees may be raised 50 


per cent -=- other charges 493 
Estimate of actual freight handled- 

how obtained 494 
BLGeoOL lading sre cen 494 
Public Utilities Board may be set 

up as regulating body 494 


Railway situation = in normal crop 
years very Lew arceasa Of province 
COCwWell served 495 

Saskatchewan watershed of freight 

rates -- highest east, highest 


west 495 
Coordination would reduce railway 
costs 496 


Maladjustment -- wages -- inter- 
esting figures of an American rail- 
road 
(Commissioner Loree) 496 
Uncontrolled competition respon- 
Sibvewtor present eaiway ei tu- 
ation 498 
Saskatchewan strongly against ab- 
sorption of Canadian National by 
Canadian Pacific 498 
Inversely -- some sentiment that 
Canadian National could absorb 


Canadian Pacific 498 
Thinks amalgamation wrong one way 

oro Cher 498 
Coordination to fullest degree to 

eliminate wasteful competition 498 
JOINT ooard J Liew of voluntary coos 

peration 499 
SpeCGLi To "Cases toe Ydupli cation 499 


Union stations where not sufficient 
business to warrant separate 
stations 500 
Railway guarantees -- province in- 
volved to extent of $27,000,000 500 
Although legal liability, pretty 


well wiped out SUL 
Regulating force for unnatural 

competition 

(Sir Joseph Flavelle) 5O} 

Division by railway areas applicable 

only to newly opened sections 502 
Future railway development -- com- 

petition should be restricted 1 Or~ 


Internal storage elevators to 
spread grain movement over longer 
period 502 
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Dec.17 Page 
HON. -M. Ae MacPHERSON,K.C.(cont'd) 
Hudson Bay route ~- navigation 
- season 5035 
Territory that could economically 
Nse ToOuve 506 
Abandonment of lines -- wages -- 
Mexican headache cure -- de- 
lusion to consider only location 
Of pain ‘and not its cause 
(Commissioner Loree) 507 
Lae Freniter eres ta ves, wie post b1LOn 
as to abandonment of lines 508 
Railway situation =-=- can be cured 
Only Gy meaducing expenses 508 
4 Increase of freight rates would 
ft be disastrous to agriculture 
of province 508 
Low prices of wheat -= results 509 
Very little railway duplication 
in province -- railways mostly 
Peeders) tO main Jines 510 
Railway mileage of province oul 
Highway mileage -- to submit 
written statement ole 


Ad jourment 513 


PUBLIC MEBTING 
Afternoon Session 


MR. W. STEPHENSON 
Dominion Trades & Labour Con- 
gress, Saskatchewan Executive 
Galls on Mr. Davis to read pre- 
4 sentation ayn 


MRe He D. DAVIS 

Secretary, Saskatchewan Trades 

& Labour Executive 
Government grants to railways Sae 
Hotels, ships =- super enthusi- . 

asm ayes 
Canadian National capitalization 523 
Canecrven*Faciiic, =- reserve Tund 925 
Its money and land grants 525 
Rehabilitation. of returned men o24 
if railways urged by government to 

ereats employment cost should 

be borne by National Revenues o24 


Truck and bus competition 524 
Blimination of waste and un- 
necessary supervision 520 
Pensions 026 
Amalgamation of railways 526 


1931 
De Ciwey Page 
MR. ROBT. He. MILLIKEN 
Counsel, Saskatchewan Wheat 
Pool 
More properly called the Saskat-~ 
chewan Cooperation Wheat Pro- 


ducers 528 
its organization and membership 928 
Freight rates 529 
Present wheat crop of Saskatche- 

wan 529 
Railway building extravagence- 

hotels == de luxe trains 529 


If amalgamation decided on such 
system must be operated as a 


PUD I chuset ity 550 
Cooperation == permanent control 
and supervision 5350 


MRe L.A. BLACKWOOD 
For Saskatchewan Board of Trede 
Boards represented in considered 
Opinion now presented 050 
Amalgamation -- Canadian Pacific and 
Canadian National should combine 
as separate and distinct 


entities 5350 
Administrative economies 551 
Regulation of trucks, etc. Dol 
Branch line services DOL 
Freight rates 551 
Hudson Bay Railway 552 


Not authorized to make specific 
recommendations as to reduction 
or discontinuance of branch line 
services, but hopes adequate 
services will be resumed ulti- 
mately 554 
Documents filed; 
Written submission from United 
Farmers of Canada, Saskatchewan 
Se Ce ond 554 
Communication from Mr. LeD. 
McTavish, Chairman of Six 
Railway Brotherhoods 555 


Adjournment 535 


ROYAL COMMISSION ON RAILWAYS AND TRANSPORTATION 


i A hk de De 


WINNIPEG: 
PUBLIC MEETING (Parliament Buildings) 


OSL 
Dec.18 


HON. JOHN BRACKEN 
Premier of Manitoba 
Formal welcome 


THER CHATRMAN 
Response 


MR. JULES PREUDHOMME, K.C. 
Gounse], for. Gity of Winnipeg 

Winnipeg prominent in railway 
CranspORbetiom Simce L675 

Confederation plan -~ traffic 
movement east and west 

CoF.R. “monopoly clause! 

Strategic position of Winnipeg recog- 
nized by railway experts 

Manitoba railway legislation -- dis- 
allowance by Dominion Government 

Bridge =-- territory around north shore 
of Great Lakes 

Railway development in west foreseen 
by Winmwipes in: L8ec 

Agreement with C.P.R. 

Winnipeg identified with movement for 
extra development ' 

Winnipeg a competitive point -- its 
important. bearing on rates 

Three railway companies operating 
from Winnipeg 

Midland Railway Company -=- possibility 
of-extension. to Port Churchill 

Winnipeg chier distributing centre 
west of Great Lakes 

Its railway yards and workshops 

Union Stock Yards, St.Boniface 

Subway and other facilities 

Transcona railway yards 

Effect of Panama Canal on reilway 
traitficg 

Prarie elves t uc 

Main and branch line construction on 
prairies reasonable end justified 

Biftect upon Ireight traffic and rail- 
wey facilivies of short. crops and 
low prices 
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MR. JULES PREUDHOMME,K.C.(cont'd) 


Page 


Favourable through freight rates 

from eastern Canada to Vancouver 545 
Commodity retes (lumber) B.C. to 

east 045 


. Freight rates -=- water competition 546 


Competition =-— higher elass reil- 

way service -- intermediate 

points not to be lightly de- 

prived of advantage 546 
intlvence of United States on 

Canadian reilways and industry 546 


Keen ay 4ael us Miyano pee 546 
General freight rates investi- 
PacLomweco and LOCT 546 


especial commodity rates to Winnipeg 
on Ontario and British Columbia 
fruit and canned goods 547 
Competitive movement, around 
Winnipeg -~ special service and 
equipment justified 547 
Alberta and Saskatchewan coal move- 
ment -- special rates to Winnipeg547 
Winnipeg, vis-a-vis with St.Paul 
and Minneapolis -- freight move- 


ment from 048 
Hudson Bay Railway 048 
Podrnus, uneed in wits. fevour 548 
A dominating factor 049 


Central States --meeting of rep- 
resentatives at. St.Paul to dis- 
cuss economic situation created 


by Panama Canal D49 
SHOncerm wewle GoOeror. Charchi ls 

through Winnipeg D49 
Present route circuitous e310) 
DITeCCt Fouts would reduce: aretance 

by two-thirds DDO 


One of present two railway, lines 

from Winnipeg northerly would 

SEV: WUnpOSe WOOL aLrec. route 

Un Gia WOce OurecurOuDe (Und s t= 

taken 550 
Most advantageous route for traf- 

Lic throm SOW Ol, te rneutone 

boundary through Emerson and 


Winnipeg poy 
Ported sencrance 550 
Direct dine: from Winnipeg to Hudson 

Bay 551 


Opportune, Lime fo spudy al) 


potentialities Dol: 


Motor transport competition -- 
curtailment or reduction of rail- 
way services applicable only to 
branch. lines Hoe 
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1931 
Dec.1l8 
MR. 
MR. 


Ae De BUNT Ke. 
For Winnipeg Board of Trade 
Calls on Mrs Gilliat to present 
suggestions of Boerd 


Ws Ge CLILLIAT 

Motor competition with railways 

PubLUeMVitadiiy interested vdn 

"the most satisfactory method of 

transportation" 

Factors entering into this defin- 
LoLOn 

Points to be noted as to railways 

As to aeroplane transportation 

As to motor. transport 

Motor transport should be placed 
under one detinite, control 

Thissmignay be  Lederal control 

Considerations in deterrining 
adequate regulations and rates 

Present oractices of reiiroads 
NOLO, be regarded as etabie 

Probable solution 


Will be necessary to modify agree- 


ments between railways and all 
sections of their personnel 


MAYOR W. HAIGH 


MR. 


For Transcona Town Council, and 
Board of Trade 

Population of town mostly employ~ 
ees Of Canadian National Rail- 
ways 

Transcona car shops 

Rumoured removal 

Files report 


We Me NOBLE 
For Manitoba Truck and Bus 
Association, and Surburban 
Transit Company 

Company's organization 

Holds no brief against railroads 

But reilroads have no more econo- 
Mic Yiche to allvtragific than 
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508 


canal wndystase coaches an other 


days 
Modern trend towards automotive 
transportation 


Wasteful rivalries must be avoided 


Decision eas to transport service 
Lope, mendered. willbe made. by 
public 

How public pays for railroads and 
highways 


Railroads in United States realize 


must enter field of highway 
transportation 
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MR. We Me NOBLE, (cont'd) 


MR ° 


Highway transportation here to 
stay 

hesulactvion must bernarurrarc 
equitable 

Highway conditions in Manitoba, 
Saskatchewan and Alberta 

Municipal and Public: Utilities 
Board -- Mr. W.R.Cottingham, 
K.G.a, Chairman, helped solve 
many transport problems 

Extent of truck and bus trans- 
portation:-in province 

Revenue coLicctcea 

Average capacity of common 
carrier truck 

Only SWoeper |) Cenu OToUnacks so 
operated 

Passenger bus operation 

God=send to rural municipalities 
and to farmers 

Time tables 

Reach many points not touched by 
reilroads 

Advantages of highway freight 
trensport 

its development generates new 
dUSLOSSs) Porirai lroads and 
takes away less than car load 
shipments 

iGipsy" trucks and buses 

SuoUuLd DS cursed 

Permits -- political influence 

Supervision should be indepen-~ 
nent Ol. policies 

Home repulatvion necessary 

Mr. Thos. F. Woodlock quoted 


on regulation of highway trans- 


portation 
Regulation -- paramount test 
Association in favour of cooper- 
ation and coordination 
Bus. companies ocrofitable 
Trucks declare dividends 
WM. NURSALL 
One Bis Union, Transcona Unit 
suggests two railway companies 
utilize their plants, particu- 
larly foundries of Canadian 
National at Transcona and 
CeP.R. at Ogden and Weston 
Brass and bronze castings pur- 
chased by Canadian National 
“migny De produced. tn their 
own foundry 
Gast iron -- cupolas reduced be- 
low normal capacity, while 
Canadian National purchasing 
15 tons brake shoes per week 


568 


568 


568 


1951 
Dec.18 Page 
MR. WM. NURSALL, (cont'd) 


Castings made cheaper in rail- 
way shops 

Why does railway plant stand 
idle while work given to out- 
side firs 

Requests investigation 


MR. JOHN CLANCY, 


For Winnipeg Central Labour 
Council of .0.bel) < 

Presents memo on similar lines 
as to railway foundries 

Asks for investigation 


MR. WM. GC. PRITCHARD 


suggests building of 2OO-mile 
railway from Gypsumville to 
Pin UP LOM wiles 

Written submissions filed 


MRe JOHN QUEEN, M.P.P. 


Railway dilemma 

Lack of purchasing power 

Wage reductions -- further 
VOSUCL COLON Ol wouUrC he sane 
power 

Railway dividends -- melon 
slicing 

Railways still attempting to pay 
dividends on watered capital - 
should be considered by Com-~ 
mission 


Adjournment 
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HON. We J-MAJOR 

Attomey General 
His government desires cooperate 

in meeting railway situation 576 
if rates considered, desires 

ample opportunity to present 

views 576 
Royal Commission not a rate- 

making body 

(The Chairman) ST 7 
Four phases of railway problem Our 
Present Heonomies: 

Government does not believe any 

permanent policy should be 

basen upOnm Presen rp condvecions 577 
Presen ure Dress 161) San Lar co 

previous depressions. in causes 

anc “erlects Ot 
Previous depressions Bt 
Depressions bring demands for 

drastic action dictated by 

panic 578 
Beda eves public polieycshoulrds be 

deverminedaby views: of Long’ Germ 


interest 576 
Measures of economy which should 
be taken 978 


Cs biene PeOuetien of dividend, -- 
position of its shareholders 
much better than that of great 
majority of farmers and business 
men of Manitoba 578 

GeNa hs gn operating losses: does 
HOUscCriLer Trom many of) the 
strongest and best managed 


companies in western Canada 579 
Financial Post -- list of 

Canadian companies passing 

dividends 5179 


Railway companies not entitled to 
relicimt romdepression at 
expense other sections commun- 


ity S719 
Economies, carried, 160, far very 
costly an tones 20H 579 


Government of Canada and C.P.R. 
two strongest institutions, 
financially, and must assume 
conrespondading. responsibidities 579 


Western farmers' heavy losses 579 
Monthly Bulletin on Agricultural 
Statistics, March, 1951 DOO 


Primary market of business in- 
terests of Manitoba depends on 
buying power. of farmers <- - 
consequence 581 


WINNIPEG : 
Dec.19,1931 Page 
HON. W.J-MAJOR( cont'd) 
Government’ therefore. opposed to such 
reductions of reilway sérvices 
and employment as will shift 
raLriway burden of Losses to other 
classes 581 
Genera rrincilples% 
Opposed to any form of railway 
amalgemation 581 
Unqualifiedly opposed to any mono- 
poly net entirely ‘controlied by 
Dominion Government 581 
In present circumstances does not 
favour government monopoly of 
railways ool 
History OL policy of Dominion 
government taking over bankrupt 
railways: 5e1 
PYesent Prime Minister <= declar- 
StLone Oleretiweay poOLLcy vin 1950 Sol 
Policy of government ownership and 
operation of Canadian National in 
COMpPStTLGioN Wich Canadian Pacific 
Encgorsca by eH Woot Gal pparvieo bee 


Acworth Commission -- majority report582 
Position endorsed by Mr. B.W.Beatty 
EO REOrO yy Oy mun, VEO EO 582 


Manitoba government believes best national 
INDeEre Sts) Served by, coOnuT~nuance 


OPI prescay oO sat LoOn O82 
Any savings by amalgamation more then 

GOfPsev Dy wevids “Ol monopoly 585 
Competition | 5oO 


Senate Committee -- Report 1925 -- 
proposal for joint convrol of 


railways 585 
Sir Joseph Flavelle's comment on 
report quoted 584 


Canadian National losses mainly 
arise, trom operaciom of aneconomic 
sections in Eastern Canada and 


British “Codumbie 584 
How Wlosses. Cer De avoided 584 
Competing and uneconomic lines -- 

most conspicuous examples O84 
None of these in Manitoba 585 
Why Manitoba has high railway mile- 

age in proportion to population DGS 


Professor W.T.Jackman's "Economics 
of Trensportation" -- large 
economies effected only by amal~ 
gamation of railways complementary 


bO., cach other 585 
Limits to economies by cooperation--~- 
Mr. Beatty quoted 585 


No proposed consolidations under con- 
Sideration in United States con- 
template monopoly 586 


be 
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WINNIPEG: 
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HON. W.J.MAJOR( cont'd) 


Transportation Act 1920 (United 
States) Professor Ripley's 
consolidation plan adopted in 
main but not put into effect 586 
Proposals for consolidations sub-~ 
mitted by principal railway 
companies of United States 586 
Zone system on Continent and in 
England not applicable to 
Canadian conditions 586 
Manitoba government favourable to 
brinciplewot public ownership 
but against applying it without 
discrimination 587 
Believes veal interests: of country 
served at present by continuing 
Canadian National as government 
enterprise and’ Canadtan Facific 
as private company 587 
Province's experience in operation 
of, publicly owned, utilities ete. 687 
Canadian National system forced on 
government by failure of privately 


owned companies 588 
Sir Joseph Flavelle's open letter to 
Prime Minister, Augusc. oel 588 


Outside of United States more than 
healt railweayomilesse of worid 


state-owned 589 
Frairis- provinces: provide: most 
profitable railway traffic 539 


Cause of present railway difficulty 
due oO Ameo Lor of weeny Coo cand 


markets for its products 589 
Diwvcns Ss oro bt Sr SO ved sion Redes 
*problem 589 


Equalized rates case -- evidence 
presented by western provinces of 
C.P.K. carnings 589 

Railway prolits G@erived Wargely 
from bandling of western grain crop 
in last ut nree montis OT wear 589 

Canedian National net earnings 589 

Number ob termers i Prairie: Prov= 
inces --~ their wheat production 590 

With present population west can 
provide all railway traffic 
necessary provided) certain 
PUBLIC POlicles pu rawed 590 

Railway construction proceeded too 
far ahead of traffic -- growth 
of Canada will produce traffic 
to make all reilway lines profit- 
able 590 

1924 -- 1929 growth enabled Canadian 
National to pay operating expenses 
and interest 590 


Page 


fs ie Be 


WINNIPEG: 
Dec. Ly, L951 Page 
HON. W.J»MAJOR(cont'd) mis 
Trade revival will make railways 
prosperous again without resort 


to radical changes 590 
Without such revival no reorgan- 
ization measures will avail 590 


Cost of carrying railways during 
and since war should be treated 


as war debt 590 
Core om) Ener ditt ecuiuy 590 
Sir Joseph Flavelle's opinion 

on the situation quoted 591 


Acworth Commission -- railway 
mileage of Canada far out- 
stripped population and 
traffic 591. 

Hon. JeA-Calder's striking 
illustration of railway 


over-building 591 
Sir Joseph Flavelle's comment 

On Same pons 592 
Mr. E.W.Beatty's publicly ex- 

pressed views quoted 093 


BXperpience of Least ten wears had 
denenscrated truth: of) those 
views O94 
Treatii.e earnings: snd profits ‘or 
railways larscely determined by 
- amount of western grain crop 594 
Canadian National net operating 
revenues 1925-1929 compared 
with wheat crops 1924-1929 095 
success of railway systems de- 
~ends upenr development, of 
natural resources 595 
CanadarYoar Book,” 1951. quoted) as 
to acreage occupied and avail- 
able -=- installed water power, 
CEC 595 
Essential that Canadian National 
system be Kept uwres Trom politi- 
cedvumverlerence and deiended 


Prom uni Pilend ly crieie7 sin 596 
Sir Joseph Flavelle's views thereon 
quoted 596 


Special Problems of Canadian 
National and Canadian Pacific 
Railways: 
Position of Canadian National re- 
SULU OT TOU ye oraprivea ce 
capital in years preceding war 597 
Carvdinak error) cometructionrof 
third transcontinental system 59'7 
Canadian National took over 
several railways bankrupt under 
private management 598 
Grand Trunk Railway finances 098 
Canadian Northern Railway finan- 
ces 599 


WINNIPEG 
Meg LOL od Page 
HON. W.d.MAJOR( cont'd) 

Losses on railways before incor- 
poration in Canadian National 
system and deficits during 
reconstruction should be paid 
for py COUN tPY aS S4whole, not 
by Users ot the raiiway 599 

Sir Joseph Flavelle's proposals 
for reconstruction of Canadian 
National system cited DOD 

Clearly ,ecognized) oy all parties 
in 1922 that country would have 
bo -ehoose between delieitse on 
Canadian National and higher 
irelgar raves woe 

Mr. Hanna and Mr. Beatty urged 
mcreased freign: rates in 
1920 to neet increases in wage 
awards 5og 

Position of the sovernment as 
SuUnneCdy Up Dy tI Ministerm or 
Railways 600 

DULeeested revision Of -basisior 
Canadian National capitali- 

LatLon =<- responsibility of 
railway management for certain 
sxpendi tures: and charges 601 

C.P.R's prosperity for 25 years 602 

GCePeks 2nterests should) accept 
LOSSES, OF present depression... 60e 

lt. ss) immedieterdifiiculsies 
much less than those of most 
United Stetes: Railway systems oO0z 

Records ol American railroads, 

1950 602 

AVOreace, DRL CeeOTrariroad) stocks 
compared with that of indus- 
trial stocks 603 

MotoriGransport Competition: 

Manitoba government recognizes 

serious peavlway losses Tron high= 


way competition 603 
POA Cer In ww avrour or, movors 605 
Points against motors | 604 


Problem of motor ‘competition 

LO Ee melo primeria yi by rain= 

ways 605 
No great public demand for regu-~ 

Lation?; cio molor carrier ond 

railways have not so demanded 605 
What interests to be safeguarded 605 
Railways cannot expect that new 

Gype Of) Servrce should ve 

throttled 606 
What public opinion will expect 

railways to do in a competitive 

way 606 
Some radiway costs to.be reduced 606 


cee 


WINNIPEG: 
DeGet o.oo. Page 
HON WeJdJe MAJOR (cont'd) 
Problem of truck competition 
fundamentally economic 606 
Railways national public 
ULL tLes Waren cannot be 
allowed) tor suri er Serious 
impairment without consequent 
national and local loss 607 
Manitoba government prepared to 
cooperate with Dominion and 
provincial governments to pro- 
vide remedy for unfair com- 


petition 607 
The Chairman outlines national 
financial position 640 
a ) Commissioner Loree agrees there 
a has not becn much evidence of 
day-to-day extravagance 641 


Mr. Major thinks elimination causes 
injury by creating unemployment 642 
instances CLOsine down of -C.r, =. 
shops at Brookland 642 
Increased taxation only alter- 
native’ to economies 
(The Chairman) 642 
Financial markets: closed and 
Caneda thrown back on own 
resources 
(Commissioner Leman) 643 
POSSL DIES yon retrenchment Sin 
general government expenditure 


(The Chairman) 643 
The railway debt 643 
How far economies might be 
effected 
(The Chairman) 643 
P Manitoba government will tackle 
9 provincial problem oy -recrench= 
ment 
(Premier Bracken) 643 


Mr. Major thinks attempt to in- 
ercase revenue by aeddaivional 


rates would wreck business 644 
Diminution of wages -- theoreti- 
cally a possibile econony 644 
Railway wages == award of concil- 
iation board 644 
Provision of markets would solve 
railway problem 645 


Immigration -- Manitoba discour- 
aging it in every possible way 645 
No. Restriction on Ventry of 


people with means 645 
Discouraging development of new 
communities 645 
As to cutting out Canadian Nation- 
e al's colonization and immigra- 
9 tion activities 646 


Natural increase and immigration 646 
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HON. W.J»MAJOR(cont'd) 
Diversified farming -- Manitoba 


has Largest proportion 646 
Heatiway miteace sper manic of 

population 647 
DiversiLited taming =—- 6riect 

on railway traffic 647 


With development of country 
railway tonnage increases 


(Commissioner Loree) 648 
Raliweys OD s6CESNOr CUbLLC 
plunder 
(Commissioner Loree) 648 


Taxes =~ Engineers' wages in 
1830 compared with today's 


eee els ve 
(Commissioner Lorée) 649 
The three snstrumentabliies in 
industry 
(Commissioner Loree) 649 


Sir Alfred Mond -- industry pre- 
served by bankruptcy courts 
(Commissioner Loree) 649 
Process of elimination 650 
Thinks United States railroads 
made mistake in asking for 
increased freight rates 
(Commissioner Loree) 650 
Now going in form modified 
socialism anvertorr. ior defeat 
bankruptcy courts and sustain 
reiiroad structure 


(Commissioner Loree) 650 
Rising/wege scale 650 
Pree panic periods 

(Commissioner Loree) 650 
Panic remedied ie. grecn, Dack 

issue -=- free silver -- aban- 
GOnment Ol wold stendarnd 
(Commissioner Loree) 650 


Remedy? lies im diseovering cause 
of maladjustments and elimin-~ 
ating them 
(Commissioner Loree) 650 
Not. disturbed by. motor bus. or 
motor truck competition 
(Commissioner Loree) 650 
Thinks commercial concerns doing 
their own trucking should be 
allowed to operate on ordinary 
Srucke license 


(Commissioner Loree) 651 
Railways venture into interurban 
£616 
(Commissioner Loree) Cron 


Door=to-door collection and de- 
livery of freight =-=Pickford 
& Co.,--London and Manchester, 
Rly-=(Commissioner Loree) bec 
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HON. We ike MAJOR( Gon. : d) 
Losses of four railway companies in 
England 
(Commissioner Loree) 
Must determine detrimental elements 
and climinate them 
(Commissioner Loree) 
Reduced man-hours work; increased 
wage bill 
(Commissioner Loree) 
Labours two mistakes 
(Commissioner Loree) 
Example of legislative enactments 
(Commissioner Loree) 
His company's policy 
Guarantee of railway bonds -- 
Manitoba's decks quite clear 
(Mr. Major) 
Province has had to take over other 
things 
(Premier Bracken) 


MR. W.~R.~COTTINGHAM,K.C. 
Chairman, Municipal and Public 
Utility Board 
Highway traffic regulation limited 
to common carriers 
As to Pegulation of private carriers= 
docs not agree with Commissioner 
Loree 
No constitutional limitation in 
provinces as in States 
No “distinction in principle: between 
common and private carrier 
Must reconsider motor legislation 
from Giiierent point of view 
England -- Road Traffic Act -- 
Jitney traffic and street railway 
company in 1916 -- how trouble 
solved 
Cost shouta cer direct, charse on 
people using roads and obtaining 
benefits, not on state at large 
Reguletion of rates 
Bootlegging carrier 
street railway and motor carriers - 
Stonewall line solution 
The Selkirk line solution 
Inflexibility of railroading -- 
breaking of carload lots 
Commissioner Loree explains practice 
in United States -=- container or 
forwarding companies 
Railways and truck competition -- 
experimental shipment 
Winnipeg to Brandon -- truck oper- 
ation 
Whether operation profitable 
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WeR. COTTINGHAM .K.C.( cont'd) 

Bxpectation that truck business 
WOUuLd Gliminate 2tselr not 
Deine, reads Zed 

Motor Bus Operators’ statement 
before Commission yesterday 
that operation profiteble 
contrary to representations 
betore Legislative icommittec 
they were not able pay divi- 
Gends 

Only a few substantial bus 
concerns paying dividends 

Bus? companies Miurnicsh no’ termine i 
facilities 

As tor reiiwoays using smell buses 
on their ines 

Limit of motor power great detri- 
ment 

(Commissioner Loree) 

Railway Association of Canada-- 
recommendations on registration 
truck ‘Trees 

REGUCuLONn “Ol Tal ‘services: == 
supplemented by truck service 


ournment 


Page 


662 


Ziv 


ROYAL COMMISSION 9N RAILWAYS AND TRANSPORTATION 


MRR, Lin PAGS, A Wo Bk 


On fh 
Afternoon Session. 
LOSE Page 
Jan.4. STR HENRY THORNTON, ee 
Solution sought of railway problem 667 
Amalgamation discussed 667 
POlivical {ncerierencs,.and public 
pressure 668 
Amalgamation a political impracticability 669 
The alternative Dov 
Waste defined 669 
Canadian National HKailways -- to “e under 
8 super-commission 670 
LUs. personnel =-- affiliation, selection 
and appointment 670 
Geographical selection popular but 
faulty doctrine 670 
Administration -- capital expenditures Giga 
Operating expenses sl dal 


Suggests that toyal Commission be con- 
CANUCH AN VSS lectaon Ot tree “OF 


its Canadian members O72 
These to determine annual capital 
budget 672 
Powers of examination 672 
To be invested with other powers -- these 
enumerated . 672 
Necessary statutes to be enacted -- no 
appeal to Governor in Council OTS 
Immediate cooperation -- proposals sug- 
gested 675 
Financial structure of CoNskRs, shouid’ be 
reviewed 673 
Ocean services -- Canadian Government 
Merchant Marine 673 
Pooling of passenger services -- chief 
advantage 674 
Hstimated saving for both systems if 
suggestions adopted 674 
Canadian National percentage of this 674 
When cooperation fully effective 674 
Rearrangement of interchange traffic not . 
included 676 
Through routing GG. 
Cooperation -- further possibilities eu 
Powers of board to be complete and 
mandatory cual 
Solution of problem -- principles 


pursued 678 
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STK HENRY THORNTON, (conttd) 
Super-yoard -- its proposed powers dis- 


CUSSEQd With Lord Ashfieid 
What proposal boils down to 


Super-board -- would exercise two 
types of functions 
Canadian National Railways --- revision 


of capital structure 

Should be operated on commercial basis 

Objections to such revision 

Proposed board ~~ political and public 
pressure 

Lord Ashfield cites London experience 

Safeguard there devised 

Restrictions on capital expenditures 
by voth companies 

Separation of functions of proposed 
board discussed by the Chairman 

Superboard to be given powers to en-~ 
force, durec. ome 

Interstate Commerce Commission ~- 
CONLYOVERSYy. 1m the: States 

Sir Henry Thorntonts scheme -- the 
brinciple, beningd) 2¢ 

DetiaLevon or TLelas within (whi ch 
supervisory body to act =-- its im- 
portance 

(The Chairman) 

Whether economies effected through 
action of mandatory board would 
approach those accomplished by mer- 
ging the two systems 

(Commissioner Webster) 

Board of Railway Commissioners -- 
freight rates -~ might defeat super- 
commission budget 

(Commissioner Leman) 

"Gommercial operation of railways" -- 
basic. principle 

Tord Ashiie lg cerines, phrase 

Capital spent on railways Largely for 
developing country 

To continue development, railway had 
to be two or three jumps ahead 

Condition in Canada progressive and 
must keep ahead of it 

Burden of exploratory work in trans- 
portation must be borne by somebody 

Pwo alternatives presented to Sir 
‘Henry Thornton by Lord Ashfield -- 
inadequate rates; subsidy 

Sir Henry thinks sounder principle to 
put transportation companies in 
position co stand onvown, Teer 

Abolition of Crowts Nest Pass 
principle --~ nob practicable 

Whole Prevent rate structure in that 
aspect a lot of indifferent poker 
playing 

Rate structure based on market price 
of certain commodities =~ impracti- 
cable 
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SIR HENRY THORNTON (cont'd) 


To present memorandum on subject 

Freight rates in Cuba - how determined 

Law of increasing returns 

Canadian National Railways cursed by 
10ow density of traiiic 


Railway facilities should be pooled wher- 


ever money can be saved 

What left to initiative of the separate 
organizations 

What cannot be pooled 

Advantage of publicity -- exposition of 
your own virtue 

Under a pooling arrangement no very 
substantial difference between ser- 
vices provided by each railway 

Pooling of ticket offices -- regulation 
of sale of tickete 

His scheme not a complete fusion of 
interests of the two railways 

Does not involve pooling of freight ser- 
vice 

Terminals -- as to pooling 

Passenger service wholly unremunerative 

Joint use of terminals -- whether would 


cancel one another out -- Vancouver 
situation 


One thing to build to a community; quite 

anovhner unine vo busta Into 7D 

Pittsburgh ~- Wabash Railway 

Territory west of Calgary and Edmonton-- 
whether could be operated in joint 
LUDeErests 

North end Souch Line, split 

Other divisions 

Washington and Richmond arrangement 

(Commissioner Loree) 

What would be parallel arrangement 
in Canada 

Alberta Railways joint operation satis- 
factory 

That arrangement, result of pretty poor 
brand of poker playing 

Thinks could get same result through 
greater degree of cooperation 

Efforts at cooperation good deal Like 
prayer 

Capital expenditures of both railways 

Whether accrued interest included in 
amount of government loans (Lord 
Ashfield) Mr. Fairweather to supply 
information 

Road services -- report of joint commit- 
tee of both railways 

URPrLeSs OU henry Thomnvony se aporoval 

As to what recommendation the two raeil- 
ways would make 


Water-borne traffic -- no committee deal- 
INE Wat as 

Montreal terminal facilities ~- as toa 
report 


JOINT termine) Tacilities generally 
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SIR HENRY THORNTON (cont'!d) 
Car trust certificates as to amorti- 
zation -- two types 757 


To develop more in detail his sug- 
gestion as to powers to be vested in 


super~-board 738 
MR. HUNGERFORD, ’ 
Passenger train services -- pooling Og 
Competitive and non-competitive -- 
percentages 740 
Total passenger traffic annually, 
Deo 0 bIS8 74.0 
Considerable cooperation between both 
railways already 741 
Examples given 741 
But mileage not very impressive TAL 
Estimated economies from pooling of 
passenger services T42 
je Pooling freights -- obvious disadvan- 
0p tage | 143 
These explained 743 
Eeonomy of 360,000,000 -- abandonments 
contemplated 744 
Mr. Fairweather details these 745 to 768 
Hlectrifieation 746 
Operating ratio -- whole system; branch 
Lines 770 
Drastic standards -- measuring stick 778 
Proposed abardonments -~ mileage Te 
Mo. Hungerford s experience in trying 
to apandon lines ee 
Legal liaoility for abandonment fale 
Abandonment procedure followed -- 
time required Vee 
Ae yvournment %~ he 
JaNed Present memorandum 774 
Railway building nearly always preceded 
development 7174 
4 Bonuses and other inducements to build ‘775 
Advance building -- railway problem pres) 


Rallway miléage increase 1900-1929, 
compared with increase in gross 


carnings and in internal trade digs) 
External trade made possible through 

railway development TD 
Railway service -- evidence of value 776 


Public desire, for more Pallways stil 
exists, Dut somewhat moditicd by 


depression 776 
To present curve showing yearly in- 

erease in railway mileage (Mie 
Ana percenvares ior ineresse In capita. 

investment vide: 
Development of Canada only made pos- 

siple by rellway construction Lo 
four periods of railway construction in 

Canada ig 


Ganadian National Railway System formed 778 
Situation that confronted new manage- 
ment nS 


a LOS? 
Jan.5 Pare 
WR. HUNGNPORD( cont'd) ce ane, 
What so-called capital account of 
We Nie allways includes WV APAe) 
To submit a detailed statement of capital 
position 780 
; Sir Joseph Flavelle analyzes capital 
structure of C.M. system i 780 
Mir. Hungerford explains what his capital 
figures cover i‘ 781 
Rnumeretes conditisns thet confronted new. 
management 7183 
Continual rear for covetrucsronm of reai— 
way facilities 784 
Otherwise constant propaganda YRots) 
Cause of unreasonahly high initial in- 
dentcedness 785 
skplains "inde :tedness" 75 
Commissioner Leman refers to tr. Fair- 
‘ weather's. statement that no depre- 
i eietion needed under verfect manage- 
mencu-ebc, 786 
Urs cartrveather's coment 756 
Annual expenditure cn maintenance -- 
UMC Sreaces, CrorrLenve 
(Commissioner Loree) 788 
Miers (Hua eeri ord, on he: rate structure 39 
Physical improvements. -- complete. re- 
organization 120 
ColbeceivererrecT 790 
PROesens POSTE POM VOL sO. ed bway Ss ToS 
During pericd under review money spent 
from revenue to improve standard of 
maiy tenance 791 
Vie woul, Neve. Mapoercd 27) expend tures 
not made TOL 
JUST DCat LOM Of Capi te) “expendi tires 192 
Wquipment revision i 792 
Detail varticvlears to oe: Turn i shed 792 
To include statement showing age of 
Various units oe 
Averege age of oresent freight equinment 793 
» Chief factors in present. railway prozlem 1793 
a Discusses various solutions proposed -- 
amalgamation 105 
Personally favours corpetiticn within 
reasona':le limitaticns Pechs 
On what he »ases his conclusions 796 


Endorses principle «f Sir Henry Thornton's 
sugcestion as to method of restrict- 
Lon 797 


if hac an entarely free hand would retasr 
Joe Ne cvone.. WoCed es “La Manda Sf) orivee 
Company eid 
Competition -- ridiculous or unwarrented 798 
Premature construction ToS 


tf rates put below certain point, whether 
should De charge upon the country or 


upon the reiiweys 800 
Sir Josepm Flavelle on the purpose <f the 


Hoval Gommiasion BOL 


= 


Vv 


tO 


788 


ie a ee ee > a ——— an i in oe i oe 


v4 
coo. 
aned Page 
MR. HUNG:RFORD, (cont'd) 
As to practical working basis 804 
Mr. Hungerford believes best ultimate 
results would follow adoption of certain 
policies -- these outlined 804 
Who Us rocking the boat? 
(Commissioner Loree) 806 
“hat his own company's current earnings 
would have Seen under the 1913 wage 
scale 806 


Page, vii follows. 
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Jane& MR. HUNGERFORD (cont'd) Page 
Wage scale for 1931-1932 Seo 
Current cdericiy B25 
Saving on 1913 payroll basis 
(Commissioner Loree) 825 
Reason for American railways seeking 
increased Direlene rates 826 
Comparative wage rates of railway labour - 
prewar.days to present 826 
Maldistribution of wealth -- wages of 
locomotive engineer 100 years ago 
and today 
(Commissioner Loree) 828 
Mr. Fairweather gives relative figures 
of wage increase 828 
Delaware and Hudson Railway -- Commis- 
Sloner Loree gives man-hour figures 
and wages, Lolo cand I930 829 
: Prewar railway wages higher in western 
B. than in eastern Canada 830 


No material difference between wage 

scales of Canadiam and American lines $30 
Kansas City Southern Railway -- 

Commissioner Loree @ives man-hour 


figures and wages 830 
Freight car and freight train -- average 

speed 

(Commissioner Loree) BSy 

Where Mr Hungeriora does nov favour 

auplication of ilanes Soe 
Competitive passenger traffic =— pooling 832 
Non-competitive passenger traffic - 

percentage 832 
Freight -- competitive and non- com- 

petitive 833 


Commissioner Murray quotes figures of 
passenger trafite Lor“19S0 and 1929 833 
Outlines Mr. Fairweather's proposal for 


pooling 835 

Mr. Hungerford!s comment thereon 334 

ae Would limit. pooling iteature 834 
A Pooling - basic principle -- variations 835 


Telegraph lanes, steamships, hotels -- 
his views on pooling -- consolidation 836 


Progressive economies -- statement sub- 
mitted 856 

Atlantic ports -- Canddian National 
arrangement with Canadian Pacific 
Steamships G57 


Mr. Fairweather's study of relation be- 
tween ocean carriers and Canadian 


National Railways 838 
Arrangement will not create monopoly 

on North Atlantic -- the reason 840 
Grain rates on liners and tramps --~ 

Sir Joseph Flavelle) B41 

Commissioner Webster's views on the 

arrangement 843 
Equipment and road property -- abandon- 

ment 843 
Hquipment -- age of -- rhythmic cycle 


of retirements(Commissioner Loree) B43 
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gens) MR. HUNGERFORD (cont'd) Page 
Subsidiary companies - 32 - how to be 
ESakt WL 844 
neharilitation programme -- C.P.H. and 
ish olvs 845 
Capital expenditures -- future annual 
requirements 845 


How mailways to eperate to constitute 
healthy operating condition 


(Sir Joseph Flavelle) 846 
Mr. Hungerford's view -- economize in 
every reasonable way G49 


Pacific coast steamers -- two uncom- 
pleted hotels 


(Sir Joseph Flavelle) B32 
Mes Hungeriord’ s reply Coe 
Railways in United States -- failure to 
earn fixed charges 
(Commissioner Loree) B53 


Industry -- its three elements -- 
remuneration of labour, capital, manage- 
ment 

(Commissioner Loree) 853 

Mareschal Massena, Napoleon, General 
Wj{lson -~- worth thousands of men on 
battlefield -- capacity management in 
industrial life 

(Commissioner Loree) Bb4 

If a Mussolini would abandon certain 

mileage in United States 


(Comnissioner Loree) B54 
Object to be attained 
(Commissioner Loree) 854 
prince hKhupert line -- no economic 
justification 855 
phoula De Turned back Do covernment Go 
operate 
(Commissioner Loree) 7 S55 
Position to be dealt with -- Commis- 
sioner Leman summarizes it 856 
Future capital expenditures Bor 
Prospective net earnings 858 
Voval Capital expenditure in 29S) 858 
Probable reductions in capital expen- 
ditures and operating expense 859 
Adjournment erale, 


Afternoon Session. 


POSSLDII bles of Purther acvanbegess 
cooperation outlined 880 to 8as 
Tie Pere ss Eructure 883 
AG Fequest vor the Chairiian Mr. Hunger- 

ford re-reads memorandum dcaling 

WiLoh Dest Ulbvimate resulte that 

would PolLich: adoption of certain 

DOA Les 885 
Hie ‘rabiway, experlvence 886 
Cannot see any particular, differences 

between methods and policy under 

company operation as distinct from 

Canadian National operation under 

government ownership 886 
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MR. HUNGSHFORD(cont'd) 


Mi. 


Whether (.N.k»s as free in dealing with 
affairs of railway enterprise as would 
be Canadian Pacific 886 


During last ten or eleven years Canadian 
Pacific management has pursued exactly 


same policy as that of Canadian National 887 
whether Can dean Pacitie poricy bo a cér= 
tain 6xtent dictated by policy of 


Canadian National 888 
Royal York Hotel, Toronto -- not suggested 

oy any action of Canadian National 888 
Passenger service competition -- case 

Cited = Enovunenr) Case 889 
Michigan Central disturbance 890 


Various activities of Canadian National 
during last ten years would not have 


DECIR VeLy CLitercny ii the ungerpe king 

Bean Veen Carried, Onvunder) sind Lar 

auspices to thet of the Canadian 

PoCLT IC 8390 
Does not.-think) during Last, ten years 

Canadian Pacific made expenditures 

beyond business prydence on account 


of any Canadian National policy 891 
Canadian Pacific and Grand Trunk -- 
GOMDCTILCAOn an Seri i en years shel 


If financial resources had Seen sub- 
stantially the same thinks about same 
degree of competition would have devel- 
oped if both systems under private 
management 892 
In) 6, @eneral way believes that with 
proper methods nearly as much economy 
ean be effected under separate oper- 


ation as under amalgamation 893 
Sir Henry Thornton's proposed scheme 894 
Two lines »etween Winnipeg and Fort 

“William -- movement of grain over one 

or both 896 


Canadian Pacific double track line -- 
how situation would be affected if 
Canadian National had free use of same 897 


Grain movement 897 
Hudson Bay Railway not a dominating 

factor in grain movement 398 
Movement of grain to Vancouver 899 


Deepening of St.Lawrence “Waterways - 
does not think 20. would atrect amount 


of grain moving east versus west 899 
CDLLECARE -pOLrb Ob movement iat ter close or 

navigation 900 
Liner service out of Vancouver 900 


UCM ya 8 gba deg AN Oy 


Possible economies through cooperation 902 
Agreements for running rights detailed 903 
JOM COUSECUCEHOT WLU Same OOLOCT, tr 

view 903 
JOInNG oneration of, terminals 903 
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Genes OR. Be. Y. BEATTY (conttd) 
Canadian Pacific steamships on Atlantic-- 


agreement with Can:dian National 903 
"Nova Scotian"and"Lord Nelson"Hotels, 

Halifax -- agreement for joint operation 

by independent company in negotiation 904 


During’ 1930 and 1951 two railways in 
cooperation substantially reduced many 


services --~ examples given 904 
Field for such endeavours restricted by 

competitive system 904 
Committees of officers set up to explore 

further measures of cooperation 904 
Principal fields to be examined -- these 

specified 904 
mxpress and. telegraph services -- consoli- 

dation definitely possinle 905 
Joint trackage -- limited to some twenty- 

Bi x (BOC LONS: sot ane 905 
Area included in ‘eastern lines 205 
Joint switching and. joint use of yard 

facilities under ‘consideration 905 
POsek ati ty col RpOlit) Sie. tons 906 
JOint use of facilities -- what this in- 

volves 906 


Hlements to :e taken into account in con- 


sidering economies: to pe so effected 906 
Passenger service -- pooling of earnings 906 
Prepared to discusss proi:lem further 907 
Agreements made with Canadian National in 

LOD and MOS resulted in wery subset an— 

Diehissavines TO each company In respect 

of train mileege 907 
Railway hotels -- possibility of some change 

La system. (Ol, operation ZOU 
Drastic reductions made in passenger train 

mileage 909 
Summary indicating way in which figures 

reached as to possible savings 909 
Savings due to joint operation to each 

company om) 
Mileage that would "se avandoned about 

40-60 910 
Peonommes ee tected inv train services during 

1905), +-,estimate of additional amount 

that. would have Geem Spent in aveencte 

of joint arrangement ol 
OGierieconnmiles er rec vedwin Vioed wie 
nheduction in shop expenditure ie 
Leow Lewes On as DPODEr IOLUTIon or thevral Ll 

way problem in Canada ; 912 
InGiceates sore of ste <Tecvors tpyvolved ye ls 
Government ownershin of all the railways -- 

dismisses! Dis asc imposeft"le -- states 

reasons oe GAS 
Also Gismisses. possibility of transfer .of 
government lines bo a private company 914 


DOSS MOL Eien as hemi trom ine) soured 
by bringing evout maximum of cooperation 
petween Lhe Tyo eysetrenavend still retain 
assumed advantages of competition 914 
its suriiciency as ea solutaon. dependent 
upon two considerations -- these stated 
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Mine oe. Wa BEATOY (cont'd) 

Thinks Ddenefits of competition very 
gravely exaggerated 

CCOLer sition am Pormvor 401nt use or 
passenger terminals readily justi- 
fiable 

Hlaporate passenger facilities in 
United States not warranted by any 
public or railway advantage thereby 
Secured 

ixtravagant passenger terminals sedu- 
lously avoided by Canadian Pacific 

Concludes only solution, consolidation 
through lease on profit-sharing basis 
of government railways to Canadian 
Pac Intec 

Premature to Giscuss details 

Why suggestion made 

Political considerations 

Lord Shaughnessy's proposals in 1921 

Pnerentl, Giti LCL by sod “Siva uLon 

Postponement of solution can only 
aggravate situation 

ufficient operation of well-managed 


company -- expected results 
Objections to suggested course dealt 
with -- monopoly etc. 


Solvency of country may be seriously 
menaced unléss immediate constructive 
policy evolved 


indifference to railways in some cuarters 


amazing 

Pretiic inerceses and rate incresses 
considered 

AVLecu OF MYrewenn rates, on developmen. 
of Canada 

Canada has lowest freight rates in world 
Miva lso mes Longest Gistances to 
primary markets 

PVCI2NL rates ‘Can non.. 1.6 Created as 
purely a mathematical problem 

Does not know of sry other way in which 
to get maximum economies 

Provabie results 

Has No ODjeCtion to refuletvion 

Powers of Board of Hailway Commissioners 
might ve inereased 

Reliet of puolie Tanences, would denend 
on terms of Pease (proposed 

why principle of consolidation appeals 
oo) toa 

Yhy economies would be substentially 
greater under a lease than under simil 
COOveErs TL On 

Lease: GO. be in erpebuluy 

A sliding scale 

Thinks the: receipts ‘ot joint properties 
WOUlLd eS. SUrticvent .to pay eal) The in- 
teres. aue DUDIIC ana'wery suostantial 
part of tUner ave Sovernment 
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Mawes Vs Bakr TyY( cont'd) 
Would not care to guess how many years 
would take to bring about result 210) @) 
Two-aspects of a unified holding -- 
(Sir Joseph Flavelle) 951 
Monopolies in transportation-- countriés 


where Pallways under government system 995i 
Wr. Beatty thinks adequate service could 

be secured in tivo ways -- these stated. 951 
Dir gOsep i lavel te nou sure. G1 Capac lity 

OL VeKXeCUULVEUTO LIne r ore: Ub tiOuPients oe 
Mir. Beatty repsites that by reason of vine 

VEY Mecure OL Inst cuciom, DeSs wreaking 

of Caneda would almost automatically e 

Found, on its “Doard ee) 
DULIne Pest ten, years Canadian 'Pacwi ic 

policy, very materially -attected) by 


Canadian National policy Goo 
Gives instances of unnecessary expenditures 
this involved 9535 


Railway services extremely high grade for 

country of Canada's population and 

toed Cc 954 
Caneadism:,PaciTic's operations must of 

necessity be affected py government 

policies 954 
Agrees that regulating trinovunad, should 

have certain powers to enforce decisions955 
“hat should come within scope of tribunal 955 
{RECHIET VCSEL CL ton should wrerput, on 

Tribunal with respect (to Tinancial 

position - Interstate Commerce Com- 


mission's powers 20 
Sir Joseph Flavelle discusses powers of 
super-“oard 956 
Board of nailway Commissioners affected 

by individual apzointments 95% 
Wheat, vréelicl eancicapated ab coxpiration or 
LOPCELOr.t BVCH Veer sper. Od gon 
Canadian Pacific capital nceds -- how 

determined Zoo 
Under leasing plan capital expenditures 

would be upon lower basis 958 


As to ability of management to carry 
on successfully consolidated under- 


taking 959 
A matter of .sclentific torganization 959 
Centralized power =- failure: to: get 

interpretive ispivrit of subject's 

needs 

(Sir Joseph Flavelle) 960 

Mrs Beatty does not, think question of 

autocracy can possibly arise -- has no 


Coit (2h0m Seino ele. co. orbein ihe 
technical skill. requisite. to: onerate, 
nor administrative end executive 


meterial 960 
No. corporation Detter, Tham the men in at 

cannot make it go:d oy legislation 960 
Cooperation involves much eroater ditii- 

CUD bes. toile NAS. planer Coopers bion 
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Ce Vis Hon A Cony a) 
SUCCeSE OT Proposed <orporation would 
Gepend ony proper ap rreciacion Dy 
OLLLCers “OL Tiel DUDL LE response VoL, TelLes: 96e 
Ditticulty of 7. securing sense or respon-= 
sibility to public . 
(Sir Joseph Flavelle) 962 
GreEevly perplexed 2s to Whether, aucpocravic 
power can he vested in single executive 
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Parliament Buildings, Regina, 


Thursday, December 17, Losi. 


MORNING SESSION 


The Commission met at 10.30 a. m. 


HON. J. Te. M. ANDERSON(Premier): Gentlemen, it is 
not necessary for me to say on behalf of the government 
that we welcome you very heartily to the capit&l city of 
Saskatchewan. We appreciate the very responsible duties 
whieh you have been called upon to discharge in the inter- 
ests of this Dominion, and we assure you that the government 
of this province will cooperate with you in any way we can 
in order that you may secure a true picture of the situation 
you are investigating insofar as it affects the province of 
Saskatchewan. 

AS you know, our province is largely agricultural, 
over 70 percent of our people being engaged in the one 
industry; and of course in connection with railway matters 
that involves quite far reaching problems. 

Owing to the drought conditions affecting a very 


ercentazge of our people in the southern part of the 


ny 
i 


large 
province during the last three years -- they have had three 
successive crop failures -- our revenues, including those 
of the railway companies, have been seriously affected. 


Possibly one-third of our farm vopulation has becn griev- 


ously affected because of the conditions I have just men- 


tioned. That does not mean that we have lost hope and 
faith in the future. We know what we have accomplished in 
the vast, ana@ we are looking forward with faith and hope 
and confidence and determination as to what will be acson- 


plished in this province in the years that lie ahead. 


bd * 01,57 Preece | 
a ee eo het 


> 
: eA? >. 
q ; 
t pitenet) VS at ~~ 


- 470 - Hon. Mr. Anderson 


We have, as I have said, 70 percent of our people 
engaged in agriculture. The matter of transportation, so 
far as farm products are concerned, is a very important one. 
I may say that in discussing this subject among ourselves 
we have come to certain conclusions as to certain asvects of 
the problem which you are investigating. 

In the first place, there has been discussion in 
some quarters throughout Canada over a period of years with 
reSpect to amalgamation of the two great railway companies. 
Our government is not in sympathy with the idea of amalga- 
mation. We do think, however, that steps should be taken, 
perhaps more extensively than has yet bcen the case,to 
prevent duplication of services. We are of opinion that 
the economies should be effected in the best interests of 
all concerned, and that action along this line could be 
carried on to @ greater extent than has been done up to the 
present time. I need not mention particular instances of dupli- 
Cation although ascoreof them might readily be referred to 
insofar as this province is concerned. For example, wo have 
two lines running pareallcl close togcther with the same 
day . and night services maintained on each line. 

Then the problem of motor bus and motor truck trans- 
portation is becoming more and more important 211 the time 
with the advent of good roads in these western provinces, 
more particularly Saskatchewan. That is a problem which 
affects the railway companies just as seriously as it 
affects certain devartments of the government. We have. come 
to the conclusion that we must have more stringent regu- 


odes 


tavions, and License teesyon a scele sufficient to produce 
more revenue to help in the maintenance of the roads already 
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We realize the difficultics that motor highway 
traffic is making for the railway companies. we are quite 
prepared to discuss with you the question of giving the 
railway companies rights with respect to motor bus and freight 
transportation over certain lines; for instance, from here 
to Swift Current, which is Canadian Pacific territory. It 
may be that the Canadian Pacific Railway Company will con- 
sider the advisibility of getting complete control of motor 
transportation, both passenger and freight, between here 
and thet city. At the present time we have a System -- it 
will be explained to you later -- whereby vertain companies 
or individuals are given sole rights over certain roads, 
for which they pay @ license to the government. 

We believe of course that all varts of our province 
should continue to be served with railway facilities. In 
the northern part of Saskatchewan the railway companies 
have been pushing their lines in during the last few years. 
I think I can safely say that one of the results of that 
branch line development has been that during the past year 
we have had an influx of settlers to that section, »robably 
the largest that has taken place in the history of the prov- 
ince. Upwards of 4,000 families have moved into thet nor- 
thern territory during the vast year; probably 20,000 souls 
are included in the movement. 

In this connection it is interesting to note that 
we have adopted the purchase homestead policy; we have 
abandoned the free homestead policy. During the past year 
we have sold over $600,000 worth of land. Most of the sales 
have been at a nominal charge of $1 an acre, with ten 
pereent of the purchase price paid down and the belence 


Spread over a pcriod of years. Whore there has peen 
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competition for some parcel of land we have sold it for as 
high as $10 an acre. 

We have many thousands of acres of land in the north 
suitable for mixed farming, much of it in the unsurveyed 
arca. We have crews at work at the present time completing 
their surveys. By wey of an aside I may mention thet we have 
confined that type of settlement to residents of this prov- 
ince for the past five years, and they must be British sub- 
JOCES. 

By this settlement plan we are getting rid of some 
of our surplus unemployed population in the urban centres. 
For instance, at Saskatoon sixty families were selected. out 
of 250 applicants. The heads of those families were men who 
had had previous experience in farming, and I think I am 
safe in saying that 75 percent of them are making good. 

They got on the land last spring in time to build their log 
houses and put in a garden. Under our scheme we advance a 
loan of $500 to the proper type of settler to give hima 
Start. He must have equipment to the value of $250, that 
is, a team of horses, a weaggon and a plow before he can 

get an advance. We advance him $25 at certain intervals as 
he makes improvements so he may maintain his family while 
getting his land cleared. We have between three and four 
hundred settlers under that scheme. We made provision last 
session for an appropriation of $250,000 for this purpose. 
At the time we thought the Federal government might sup- 
plement that by a similar grant, but they have not been- able 
to do so. These veople are making good, and we ere con- 
wEneed that this ase scheme which should receive the encour- 
agement of all, including the railway companies. AS a 


matter of fact I think we have the sympathetic cooperation 
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of the two great transcontinental companies. We feel that 
men are much better in that new country making a start where- 
by they can establish a home for themselves and their feam- 
ilies rather than remaining in the cities and getting casu- 
al work or standing in bread-lines. 

With respect to the railway companies, you might 
well consider having the province divided into areas, 
Canadian Pacific and Canadian National. I think that was 
the intention at one time, but it has not been carried out 
very thoroughly. There is still time to consider that as- 
pect so there will not be in the future such duplication 
as we have had as a result of past railway policies. 

We are also of opinion that the capitalization of 
the Canadian National Railways should receive the attention 
of the thinking people cf Canada and should be considered 
by your Commission. 

We are also intensely interested in the early oper- 
ation of the Hudson Bay Railway. The west is Looking for 
great things as a result of the opening up of this line, 
and we believe it will be instrumental in bringing back all 
the sooner better times in the west if the opening of Fort 
Churchill is not delayed. There is a feeling among some 
people here that there is no intention to hurry this along, 
that there may be opposition to the early opening of the 
Port. We are determined to use all our influence in this 
provinee to bring that about, and we can count on the co- 
operation of the people in the eastern part of the province 
of Alberta. We believe that the early opening of Fort 
Churchill will be in the interests not only of the west but 
of the whole Dominion; we are not asking for anything that 


will not be beneficial to all the people of Canada. wWe are 
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convineed, contrary to the opinions of some people, that 
the Hudson Bay Railway will become of prime importance not 
only to the western provinces and to Canada as a whole but 
also to the Empire. 

That, gentlemen, briefly sets before you the main 
points the government desired to bring to your attention. 
Some other members may have something to say by way of 
enlarging on some of the subjects to whieh I have referred. 

Would you like to ask any questions? 

TH CHAIRMAN: Is the pursuit of your settlement 
policy in the north likely to involve any further railway 
expansion? 

HON. MR. ANDERSON: On this wall is a map of our 
‘province. The settlement to which I referred runs along the 
hinterland. This white portion is the unsurveyed area. 
Here is Prinee Albert National Park. Here is the city of 
Prince Albert. The railroad runs up to Big River. Then 
we have the new C.P.R. line to Meadow Lake; steel is now 
being laid. A lot of our settlement is contiguous to that 
fel iwey. /Here is. St, Walburg -- the right-of-way is cut 
through on what we call the Bonnyville section right 
to this section. Several hundred settlers went in there 
last year and this vear. 

HOW. MR. MERKLEY: The grading is done south to 
Cold Lake. 

HON. MR.. ANDERSON: So that will serve all the 
settlement in this area extending for 28 or 30 miles. They 
have railway facilities for this area by the projected line 
to Meadow Lake. Going to the eastern side of the province 
we have a@ railroad line running from Nipawan. 


HON. MR. MERKLEY: Tt Puns across the rive®to 
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Henribourg. 

THE CHAIRMAN: What railway is that? 

FON. MR. MERKLEY: The Canadian Pacific Railway. 
The line from St. Walburg is the Canadian National. 
Grading is done to south of Cold Lake. 

HON. MR. ANDERSON: All this new settlement is served 
or will be served by railway lines. 

THE CHAIRMAN: All the lines you have mentioned are 
adequate to serve this agricultural settlement expansion for 
& period of the next five years, say? 

HON. MR. MERKLEY: I woula resem Meats he We 

HON. MR. ANDERSON: There is a ereat deal of Jand 
Suitable for mixed farming in this white area that will 
have to be surveyed. 

THE CHAIRMAN: of course, you do not permit settle- 
ment on the unsurveyed land? 

HON. MR. ANDERSON: No. 

THE CHAIRMAN: Have you any Zoning policy in regard 
to the expansion of settlement? 

HON. MR. ANDERSON: How do you mean? 

THE CHAIRMAN: Settlement is free wherever the land 
is surveyed, I suppose? 

HON. MR. ANDERSON: Of course, we are doing something 
that was never done under the free homestead policy; we are 
accumulating information as to the nature of the soil, the 
forest on the land, and so on. That is being gathered by 
our forest rangers and land men, and is available at our 
Slices. Gb Ae -not very accurate in detail, but it is 
better than nothing to guide beople who are lool.ing for a 
place on which to settle. Most of them go up in parties 


and tour the country and select land themselves. When they 
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come to take up a piece of land wo will &0 so far as to say 
to them: We know that is not Suitable, that is jack vine, 
that is a sandy ridge, or as the case may be. 

THE CHAIRMAN: Do you exercise any control ovcr 
intending settlers with resovect to the distances from rail- 
way lincs within which they must locate? 

HON. MR. ANDERSON: No, we do not éo that. 

THE CHAIRMAN: But automatically scttloment is limitca 
of course to the surveyed country? 

HON. MR. ANDERSON: Yos. We have probably scveral 
hundred people up there who havo gone ahead of the survey 
and are squatting, 

THE CHAIRMAN: You cannot prevent thet of course, 

SIR JOSEPH FLAVELLE: Mr. Prime Lnester. to’ no ine 
considcreble extent the story of the developmont of the 
west has been the story of scttlers going in in cdvanec 
of reilwey construction, end then followedgreat pressure 
from local governments and from members of Parliament 
urging thet the reilways extend their facilitics so as to 
afford to those settlers the ncocdea moo us for sending out 
tieir produets. Tt as alleged that a good deal of Cal Lway 
construction into these Sparsely settled communities “ould 
have been prevented if the bowers that be had limited as 
@ matter of public policy the extent to which settlers shoula 
be allowed to go into territory not enjoying railway facil- 
ities. The natural resources of these western orovinces 
having been vested in Ottewe until two or three years ago, 
the Federal government of course had to take responsibility 
for their administration. Those resources are now vested in 
the provinces. 


HON. MR. ANDERSON: Yes, 
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SIR JOSEPH FLAVELLE;: Inasmuch as this transportation 
problem is of sufficient gravity to be referred to a Royal 
Commission, it is somewhat important that as far as may be 
practicable the extension of new lines should be held in abey- 
ance until the old lines are able to carry the charges incident 
to their cost of operation. I think your neighbours further 
west undertake to define the limits within which settlers may 
go in advance of railway transportation. 

HON. MR. ANDERSON: Our neighbours further west 
have the advantage of that great Peace River area, which is 
distinct and lends itself more to settlement as a whole than 
does the northern part of this province. 

SIR JOSEPH FLAVELLE: Yes. I think, however, even 
in the Peace River country, where there is already a consider- 
able system of railways, as you know, the provincial authori- 
ties restrict settlement to new districts until the existing 
districts are occupied to such an extent as to make it possible 
for the railways to have a return to meet operating expenses. 

HON. MR. MePHERSON: In a general way, Mr. Chairman, 
that is what is being done here. You will notice that the 
influx of settlers from south to north was just to that area 
served by the railways. At the natural resources CLEC a 
the city of Regina they would be directed, not to the cece 
land or the white area, but to the area in which railways are 
now running. 

HON. MR. ANDERSON: It is almost a case of the rail- 
way going in ahead of settlement;at Loon Lake, where we have 
settled several families they have their grading done. When 
these new settlers get roads cut through they will be eleven 
miles from the railway; whereas a year ago this line was not 


seétuled at all. 
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THE CHAIRMAN: Are those districts served with high- 
ways at the present time? 

HON. MR. ANDERSON: I woulda not say they are served 
adequately. We have several hundred men in the north now 
cutting out roads. 

THE CHAIRMAN: That will necessarily follow settle- 
ment. 


HON. MR. ANDERSON: Yes. 


HON. JAS. F. BRYANT,K.C., (Minister of Public Works): 


I think, Mr. Chairman, there is another factor to be taken 


into consideration in the north country and that is its 


mineral development. There have been discoveries of very 


valuable minerals in the north, and I think the railway 


companies recognize the value of those minerals. One of the 


companies at least has undertaken to put a railway uo there. 


THE CHAIRMAN: Have these mineral discoveries been 
madé in the unsurveyed territory? 
HON. MR. BRYANT: Yes. The minerals are suvposed to 


be some of the most promising in America, according to the 


assays. But there is another thing to be taken into account 


We have perhaps the fourth greatest fishing ground in the 


world. You cannot see it on the map, but one half of the 


northern area of this province is all lakes. The fish there 


are very superior. The whitefish has commanded the highest 


° 


prices on the New York and Chicago markets because heing 
matured in the cold waters of the north it is firm and 
flaky and of very fine quelity. We cannot very readily 
bring this fish down now. They pein it in, particularly 
during thé winter season, by sleigh loads for several hun- 
dred miles, and some of the firms are bringing their fish 


in by agroplane. We could develop a very large fishing 
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industry up there. In addition to this, I am advised by 
tie Chiel Tisheries. inspector, that at Grand Rapids on 
eee eee River, where all the waters of the north country 
Can We reine. to his pont, all the tratiie of the nor- 
thern basin could be tapped if we had a sour line to that 
Girstriuet, 

THE CHAITRMAN: That would be a sour line from where? 

HON. MR. BRYANT: I exvect Meadow Lake would be the 
nearest point. That is on the new line running from Shell- 
brook in &® westerly direction north of the river. 

THE CHATRMAN: That is a Canadian Pacific line? 

HOM in. BRANT. Yes. 

THE CHAIRMAN: What would be the distance of this 
Spur lage 7 

HON. MR. BRYANT: I would say probably two or three 
hundred miles. It would advance settlement and assist all 
the north trade. 

THE CHAIRMAN: Is all this country suitable for agri- 
cultural settlement? 

HON. M. BRYANT: Not for wheat growing, but for 
cattle raising. The settlers up there also engage largely 
in the fur trade,. I know lots of them go to the north and 
probably double their income by the fur trade. Some of 
the hired men of the farmers to the south here go un there 
in the winter and fish. 

HON. M. Aw MacPHERSON: K.C., (Attorney General 
and Provincial Secretary): In that area, Mr. Chairman, you 
would find a lot of the farming would be by way of sys- 


o> 


tenance as against the farming done down here. 


4 


THE CHAIRMAN : Not commercial farming? 


HON. MR. MacFHERSON: No. We encourage that type of 
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farming at present Simply because of unemployment con~ 
ditions in the urban centres, 

THE CHAIRMAN: If I understood the Prime Minister 
aright, I thought he said that the movement you are encour- 
aging to the north and the special arrangements you are 
making with respect to it, are limited to inhabitants OF 
the provinee who have been here for five years or more. 

HON. MR. MacPHERSON: Yés, Canadian citizens. 

THE CHAIRMAN: People who have been naturalized? 

HON. MR. MacPHERSON: Yes, We have parts of the 
provinee where the population is only 50 percent British 
by origin. but the great majority of the other 50 percent 
are most anxious to be naturalized and become Canadian 
citizens. of course, @ great many of them have been here 
for years, and their sons who are growing up are anxious to 
carry on farming. They have made g00d in this country ena 
they know western Conditions. We feel they should be en- 
couraged to stay here rather than that there should be any 
influx, say, from central Hurope at the present time. 

SIR JOSEPH FLAVELLE: What Dortion of the 20,000 
who héve gone into the northern country during the vast year 
moved from the southern part of the provinee where there was 
& drought? 

HON. MR. MacPHERSON: The ercat proportion of them. 

SIR JOSEPH FLAVELLE: They are not new settlers in 
the sense of immigrants; they ars moving from one vart of 
the »rovince to the other. 

HON, MR. MacPHERSON: Yes; or they are the grown 
Sons of men living in one bart of the province who are going 
in there to make way for themselves, 


LORD ASHFIELD: With improvement in urban Conditions 
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they might be tempted to come back again. 

HON. MR. MacPHERSON: Some might, but judging by 
reports they are quite happy to settle there. Of course, 
that is something you cannot conjecture. 

LORD ASHFIELD: It does erise out of the present un- 
fortunatc unemployment conditions. 

HON. MR. MacPHERSON: Yes. 

THE CHAIRMAN: Has there been any large movement 
from that part of the province south of the Canadian Pacifie 
line where the cro) failures oeccurreéa? 

HON. MR, MacPHERSON: No, having regard to the gcner- 
al population the movement hes not been sm very great. But 
it has been from certain districts; for instance, from the 
district of Pontiac a number of people have left. 

HON. MR. ANDERSON: I think it is safe GO say that 
those who have gone from the south are mostly tenant Larmers, 
or owner farmers who may have grown up sons whom they want 
to give a start in the northern part of the »rovinee. The 
question of abandoned lands is not extensive at all: those 
farmers will come back here next Spring and put in their 
crops. But the tenant fermers will likely remain in the 
ROP GH, 

HON. MR. MacPHERSON: You were asking about bus lines, 
Mr. Chairmen. Some figures may be interesting to you to 
indicate the inerease in this traffic. The first statute 
relating to bus lines was passed in 1928, the Publie Vehic- 
les Act. Very few buses were operating for some years. 
Last year, 1930, under our regulations we divided the buses 
into passenger, and freight and express buses. Last year 
eleven franchises were sranved for passenger buses and twenty- 


three for freight. Notwithstanding economic conditions, 
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this year that number had increased from eleven to tuenty- 
three passenger bus lines, and from twenty-three to seventy- 
faves treteniv lines... That.is, the passenger lines were 
doubled and the freight were actually trebled in one year. 
There were forty-two buses on the road under the twenty- 
three franchises and one hundred and seventy freight under 
the seventy-five franchise. 

We have been imposing a tax practically the same as 
that imposed by the province of Alberta. It varies on 
trucks according to the weight and GADACTY. and So Lar 
aS passenger buses are concerned it varies there according 
tO capacity as well. 

We feel that the situation is not met by the legis- 
lation and the regulations now current, and we have under 
consideration for this session of the legislature legis- 
lation which will make provision not only for keeping the 
franchises under control, but for covering all commercial 
trucks that might serve the rural area. As to taxis and 
commercial trucks operating in the cities, we do not pro- 
pose to interfere with them unless they cerry) on a. .track— 
ing business. 


We also feel that we will regulate the freight rates 


having regard to those that are charged on the railweys, and 


that the railways shall receive equitable treatment and be 
given a fair show. As to the ~assenger traffic, we are 
proposing that in addition to the regular license fee, the 
passenger buses shall also day a certain percentage on 
their traffic; that is, tickets would be issued by the 
debértment and the buses would have +o Pay on the passenger 
traffic actually handled. 


In this province we find that local express freight 
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has been taken away from the railways to a very great ex- 
tent. For instance, the trucking of cream to the creamer- 
ies and the handling of local freight to our merchants, 

as well as the moving of household furniture and that sort 
of thing -- all that has been lost to the railways. In 
order to try to meet that situation we »yurpvose at the nex 
session of the legislature to introduce legislation that 
will treat the common carrier in this provinee on an equi- 
table basis. 

THE CHAIRMAN: I do not quite understand the dis- 
tinetion you draw between concerns having a franchise and 
those who have not. How does that work out? 

HON. MR. MacPHERSON: The difference really is’ this. 
Take from here to Moose Jaw, under the Public Vehicles Act 
anyone operating a passenger service between these voints 
has to obtain a license from the Department of Highways. 
The department can grant an exclusive right if they think 
it will serve the purpose having regard to the passenger 
Grearric. 

THE CHAIRMAN: Those exclusive rights are compre- 
hended in the terms of the franchise? 

HON. MR; MacPHERSON: Yes; the other is the commer-— 
cial truck, 

THE CHAIRMAN: At present it is only the vehicles 
which are operating under one of these franchises that have 
been regulated? 

HON. MR. MacPHERSON: That is the fact. 

THE CHAIRMAN: You propose now to extend that regu- 
lation to all motor vehicles? 


HON. MR. MacPHERSON: We propose to extend it to 
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commercial trueks of all kinds and to have unlimited con- 
trol over them. 

THE CHAIRMAN: What matters does that regulation 
touch? 

HON. MR. MacPHERSON: You mean the present regulation 
in regard to franchise? 

THE CHATRMAN: And the proposed regulation. 

HON. MR. MacPHERSON: The present regulation as a 
matter of fact does not serve a very great purpose. We can 
simply say, We will allow one, two or three vehicles to 
operate as the traffic warrants on a certain highway or 
between two certain points. The charge now is made not on 
the basis of the traffic handled or of the freight carried, 
but simply on the basis of the vehicles! cavacity. We 
propose to go further by way of regulation and say: We are 
not only going to be concerned with the size and the Gap- 
acity of your truck, but as well we are going to be con- 
cerned with theamount of traffic you actually handle, 
whether passenger or freight; and we are also going to be 
concerned particularly with the rates that you charge 
on freight and vassengers between these points. There is 
regulation now as to passenger and freight rates, but it 
his to be tightened up. 

THE CHAIRMAN: You propose to regulate retes in 
addition to imyosing fces? 

HON. MR. MaePHERSON: Yes. 

THE CHATRMAN: You impose limits on the Size, weight 
2nd .S0..0n? 

HON. MR. MacPHERSON: Yes, we do. The passenger 
bus, for instanec, pays the regular livery license under 


the Motor Vehicles Act, and in addition a charge varying, 
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I think, from $15 to $45, according to the capacity of the 
vehicle. We feel that the situation is not being met at 
present because not only have the franchises inercased from 
twenty-three to seventy-five in one year, showing the in- 
crease in this particular business, but there is also this 
fact to be considered, that some people have got into the 
business who should not be there at all, but they probably have 
been encouraged to go into it because of the easy regu- 
lation now prevailing. We propose to set up safeguards by 
way of compulsory insurance and that sort of thing. These 
compulsory requirements will not only be safeguards to the 
public, but they will mean that only those will gO into the 
business who are able financially to carry on. Ply-by- 
night concerns could get into the business under the present 
conditions, and that is not in the interest of the community 
or of the transportation business. 

COMMISSIONER LOREE: Of the total number of trucks 
handling merchandise what proportion are common Cot ticre? 

HON. MR. MacPHERSON: The total number of commercial 
trucks operating in the province is about 6, G00." “Of! that 
number 107 are covered by this franchise which TI have men- 
tioned. The great majority of the others do not come under 
our present legislation other than that they are covered by 
the ordinary truck license. The figure of 6,300 includes 
commercial trucks that wholesale grocers use around the city, 
and also trucks that they use to deliver their goods to 
outside points, thus interfering with railway traffic. Any 
of these trucks which use the highway we propose to cover 
by the new legislation; they are not being covered now. 

COMMISSIONER LOREF: Those being such a small per- 


centage of the total, do you think the legislation will have 
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any real effect? 

HON. MR. MacPHERSON: We think it will in this way. 
I could not even venture to guess as to the number of the 
6,500 commercial trucks that are now not licensed by fran- 
chise, but are actually carrying goods from wholesale 
érocers, implement companies, and wholesale hardware con- 
cerns out into the country to various points. Under the 
legislation that we propose all of those trucks will have 
to come under it if they are common carriers in any sense 
of the word. 

THE CHAIRMAN: Do you propose to distinguish 
between common carriers and those who are mere contract 
carriers? There is all the difference between the two. 

HON. MR. MacPHERSON: Oh yes, there will be a dis- 
tinction. For instance, the 107 trucks I mentioned carry 
freight for anybody and everybody. Then there is the 
commercial truck that the wholesale grocer in Regina, for 


+ 


instance, uses to take goods out to his merchants within 
& radius of thirty or forty miles. So far as the railway 
companies are concerned, there is a situation pre judicial 
to them. True, that truck would carry only for the one 
individual firm, but we propose to have it covered by the 
legislation we have in contemplation. 

LORD ASHFIELD: Do your proposed new regulations, 
Mr. Attorney General, mean that a franchise will be given 
to the users of roads in respect of commercial business as 
well as passenger business? 

HON. Mr. MacPHERSON: Oh yes, our present legislation 
peovides for thet. 

LORD ASHFIELD: An exclusive franchise? 


HON. MR, MaePHERSON: Yes, an exclusive franchise may 


=< LOY = Hon. Mr. MacPherson 


be given. 

LORD ASHFIELD: The effect of that being to convert 
the road into a railroad to all intents and purposes so far 
as the use of it is concerned for the carriage of goods. 

HON. MR- MacPHERSON: That construction could be 
placed on it. As a matter of fact when the first Act was 
passed it was realized that some machinery would have to be 
set up to regulate this new development in transoortation, 
and it was felt to be absolutely essential that between two 
given points there should not be an indiscriminate per- 
Mission to run passenger or Treight service. Consequently 
a man would get an exclusive franchise for that part of the 
traffic because it did not warrant more than the one fran- 
chise. That feature of the legislation will be retained in 
the new Act. 

The point you raise follows from what the Prime 
Minister has said, that we think if the railway companies, 
for instance, feel that along the main highways they should 
be entitled to operate freight and passenger Lines, they 
should have the first opportunity of taking over that bus- 
inéss-On an exclusive Iranchise.': To be perfectly candid, 
we have felt that the railways, to use a colloquial 
expression,have been asleep at the switch so far as high- 
way transport is concerned; but seeing that they have 
allowed that traffic to be developed by men who have made 
substantial investments in the franchises now existing, we 
think those men should be given an opportunity to be 
recouped their actual investments. 

COMMISSIONER LOREE: Are any of these yassenger bus 


companies paying divicends? 
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HON. MR. MacPHERSON: We have no large concerns in 
this orovince, and the business is mostly in the hands of 
Pere aae individuals, who in many instances carry on without 
even the incorporation of a joint stock company. But it is 
the same story: some of them have made money, some started 
from nothing and have accumulated guite a bit by way of 
rolling stock, and probably that is all they have; others 
have lost everything they put into the business. 

COMMISSIONER LOREE: Do you suppose that those who 
have accumulated rolling stock have made the proper charges 
for depreciation reserves and so on that a solvent corpor- 
ation would make? 

HON. MR. MacPHERSON: I doubt if any of them have. 

COMMISSIONER LOREE: Then to some extent their finan- 
cial story would be fictitious. 

HON. MR. MacPHERSON: Yes, I think it might be con- 
strued as a very precarious industry to be engaged in. [ 
do not think that any proper form of cost accounting has 
been adopted. 

COMMISSIONER LOREE: Then the railroads instead of 
being asleep at the switch probably have been very wide 
awake. 

HON. MR. MacPHERSON: Only to this extent. I think 
money has been made along the main line of the C.P.R. by 
those who have operated motor services there. 

HON. MR. ANDERSON: The fact is the railroads have 
been losing a large amount of money by reason of this high- 
way competition. You can travel almost anywhere in the 
province by bus lines. Whether the bus companies are making 
money or not we do not know. 


COMMISSIONER LORER: What will be the position five 
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of ten years henee, will the bus companies have passed out? 

HON. MR. MacPHERSON: Not along what we call the 
number one line areca in the province. That is a very profit- 
able territory. I think the men who are operating there 
have been making money. 

COMMISSIONER LOREE: I was thinking of the experience 
the railroads had with interurban electric lines starting 
in 1890. Many of the railroads went into that field, secur- 
ed lines and extended them; but today those lines are being 
torn up and abandoned, and the investment has proved a dead 
loss. 

HON. HOWARD McCONNELL(Minister of Municipal ..ffairs): 
Has that been caused by the advent of the automobile? 

COMMISSIONER LOREE:To some extent it has; but inter- 
urban electric lines were in the picture long before the 
automobile came in. 

LORD ASHFIELD: Mr. Attorney General, have you these 
proposed regulations in draft form? 

HON. MR. MacPHERSON: Yes, we can let you have them. 

LORD ASHFIELD: This is the first instance I have 
heard of an attempt being made to control this situation by 
an exclusive franchise. In the Old Country this question of 
the use of the roads is a very serious one. Of course, motor 
transport there has developed to an enormous extent. In 
recent years the railways have been authorized by Parliament 
to interest themselves in this form of transportation; but 
Parliament was fully alive to the possibilities of the rail- 
road companies securing control of that form of transpor~ 
tation and stifling it; so the proper safeguards have been 
provided for in the legislation. I was wondering how you 


would deal with that if, for instance, the railways acquired 
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a controlling interest or, if you will, complete control 

of those who are now carrying on this kind of road traflric; 
and through that control they brought the services to an end; 
would that meet the views of your government? 

HON. MR. MacPHERSON: No. If we felt that service 
was necessary in the interests of a varticular district, and 
the railways did not want to exercise their right to the 
franchise, we would see that somebody else was given the 
COpoOrtunaty to Go. so. 

LORD ASHFIELD: You would always keep the door open? 

HON. MR. MacPHERSON: Yes; but we feel that under the 
circumstances the railways should have the first bite of the 
cherry, if they want to teke it. 

LORD ASHFIELD: Do you vropose to control the volume 
of traffic or the number of vehicles that might be used? 

HON. MR, MacPHERSON: It would be controlled indirect- 
ly. We would not try to control by limiting the amount of 
freight or number of passengers to be carried in any given 
time. 

LORD ASHFIELD: Of course, the railways are control- 
Tea. 

HON, MR. ANDERSON: We have a regulation -- I am not 
familiar with the details -~ ‘omidding trucks of a certain 
type or weight to travel on the highways . 

LORD ASHFIELD: That is by regulation? 

HON. MR. ANDERSON: Yes. 

TH CHATRMAN: Mr. MacPherson, it has been put for- 
ward with a great deal of emphasis that regulation of 
freight rates is not practicable. I wonder if you have made 
any investigation at all as to that. It came to me rather 


&2S3 @ surprise, but it has been put forward quite seriously. 
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HON. MR. MacPHERSON: As a matter of fact we think 
freight rates can be controlled. 

THE CHAIRMAN: Of course, where you have an ex~ 
clusive license it is comparatively easy. On main lines 
verhaps it would not be difficult, but it would be where 
you have a network of highways. 

HON. MR. MacPHERSON: It would be abused undoubtedly, 
particularly by the smaller men. At the same time they are 
licensed, and you always have the power of revocation. 

THE CHATRMAN; Yes. 

SIR JOSEPH FLAVELLE: Has it oceurred to you, Mr. 
Attorney General, that in view of the fact that the province 
builds the roads, while the railways have to assume the 
cost of the right-of-way, your move effective line of con- 
trol of abuses of the situation by truck and bus operators 
would be in the rate which you cherge for commercial trucks 
and for buses? 

HON. MR, MacPHERSON: We are dealing with that as 
well. 

SIR JOSEPH FLAVELLE: What do you now charge for the 
use of the highways? 

HON. MR. MacPHURSON: I cannot give you the exact 
figure because it varies with the weight of the truck. I 
think as a matter of fact our figures coincide with those 
of the province of Ontario. We charge on the basis of 
weight. 

SIR JOSEPH FLAVELLE: Of course, if you consider it 
from the standpoint of the expenditure upon the roads and 
the competitive relationship of the motor vehicles to the 
railways, the charge in Ontario is utterly inadequate; it 


is a very moderate fee. For instance in some of the 
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material which has been presented to us it is stated that 
in certain States of the nae on the fees run all the way uy 
to $2,200 a year. Yours, I suppose, will vary from $25 

to $50? 

HON. MR. MacPHERSON: Ours vary from $10 to $150. 

SIR JOSEPH FLAVELLE: According to the size of the 
POUGK oO eDUS: ©. 

HON. MR. MacPHERSON: The tonnage. So far as the 
passenger bus is concerned, there is a livery license fee, 
and in addition to that ea fee running as high as $50 
according to the size of the vehicle. But in practice our 
fee varies from $10 to $150. 

SIR JOSEPH FLAVELLE: I presume it will be generally 
admitted that we must have railways, and that there must be 
profitable operation to an extent at least sufficient to 
keep them in good condition and encourage such capital ex- 
penditures as from time to time may be necessary to main- 
tain efficient service. Their revenue can be secured only 
from freight and passenger traffic; there is no other 
field in which they can hope to obtain any profit, unless 
it be from the doubtful experiment of hotels and other 
outside investments. That being the case a common interest 
is developed not on behalf of the railways per se but on 
their behalf regarded as great carrier systems necessary 
to the whole country, and therefore something in which 
everyone is concerned. Now, a truck license varying from 
$50 to $150, giving the holder permission to unrestricted 
use of the highway, is an inadequate charge in contrast 
with the heavy charge sustained by the railways through 
their being responsible for the entire cost of the right- 


of-way over which they travel. As I listened to your 
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statement of your effort to correct some of these diffi- 
culties, I wondered whether it had occurred to you that a 
more direct method of control would be secured by imposing 
& very much higher fee. Of course, it would stop a lot of 
people going into the trucking business; but as a matter of 
fact if they are not adequately paying the State for what 
is spent upon the highway upon which they carry on their 
business, no injustice is done if such a fee is imposed as 
might restrict this traffic movement. 

HON. MR. MacPHERSON: I think it might be unfortunate 
to make a charge which might be prohibitive. That being the 
case, in the initial charge we felt that while the fee to- 
day is not high enough, and we are considering raising it 
oO percent, there should be a further charge per ton mile 
for the tonnage actually carried. Taking together the 
initial fee, increased as we propose to increase it, plus 
a tonnage or a passenger Charge, plus incidental charges 
by way of compulsory insurance and that sort of thing, I 
think you will find the situation will be Changed consider- 
ably and there will be given to the province a return to 
which it is entitled for its expenditures on highway con- 
struction and maintenance. We realize that the trucks, par- 
ticularly the larger ones ,increase the problem of maintain- 
ing our highways to a degree that is inordinate possibly, 
having regard to the license fees, because unfortunately we 
have not conerete highways through the country; the best we 
can do is gravelled roads, and the trucks do have a VEY 
destructive effect on these roads. 

HON. MR. MERKLEY: Has it been suggested anywhere, 
Sir Josevh, that the truck business Should be discriminated 


against to protect the railways, or rather to put it on a 
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fair basis of competition with them? 

SIR JOSEPH FLAVELLE: Surely it would not be proper 
as an alternative to prohibit them altogether. 

HON. MR. MERKLEY: But that they should pay for the 
use of the highways? 

SIR JOSEPH FLAVELLE: That both of them should be 
subjected to what might be considered a just charge. 

HON. MR. MERKLEY: I think that is what we are aiming 
ate 

COMMISSIONER WEBSTER: Mr. MacPherson, how do you 
propose to obtain an estimate of the actual freight that 
would be carried over this great province by these trucks 
so you could charge them accordingly? 

HON. MR. MacPHERSON: It might be difficult to work 
out. They would have to file from time to time statutory 
declarations of the amount of freight that was actually 
being carried, and inspections would have to take place. 
The details would be difficult to work out. Remembering 
all the time that you have control over the individual men 
by way of the license or franchise granted to them, and 
which would be subject to cancellation in the event of any 
violation, you would have to work it out in that way. 

HON. MR. MERKLEY: Ti they were put on a proper 
basis with the railways all freight would come under the 
bill of lading system, and they would have to report peri- 
odically as the regulations stipulated. 

HON. MRe ANDERSON: We have under consideration the 
setting up of a Public Utilities Board, similar to the Board 
of tailway Commissioners, with a view to looking after the 
whole project. 


COMMISSIONER WEBSTER: It would seem that some such 
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system would be only fair in order to establish an equitable 
arrangement between the motor vehicles and the milways. 

HON. MR. MERKLEY: It might have to come under the 
bill of lading system the same as the railways. Then the 
operators of those motor vehicles would be compelled to 
report their carnings or tonnage at the end of each trip or 
week as the regulations called for. 

HON. MR. MACPHERSON: In the matter of the railways 
generally, in this province we feel that in an ordinary 
year, having regard to the freight that is carried from 
this province, there are very few areas which are too well 
served by railways. Freight rates cause a great deal of 
concern here because of the fact that we are right on 
the watershed of freight rates; it is from Saskatchewan 
that grain goes east and west, and we pay the highest 
rates in the Dominion. Consequently we are coneerned very 
vitally with freight rates, and we feel that if from 
Winnipeg east, in that area where the railways have a long 
dead haul, a coordination of the railway services would 
effect economies which would be of substantial benefit to 
OlY people on the orairies. I think you will find that there 
are very few places in this province where there is any 
undue railway service; the lines are fecders to the main 
lines, and in an ordinary year the receipts of both railway 
companies will show that from this province they Have ob- 
tained a relatively large amount of their revenue. They 
have received it from the very watershed of freight rates, 
as I have said, because to go east we pay the highest 
freight rate, and to go west we also pay the highest freight 
rate. We do not notice it so much when wheat is Ple00 2 


bushel, but when wheat gets down to 50 or 60 cents 2 bushel 
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we do notice it. 

COMMISSIONER LCREE: At the same time the cost to 
the railroad is not changed. 

HON. MR. MacPHERSON: No; but Mr. Loree, we are 
suggesting that in any coordination the cost to the rail- 
ways might be reduced. The economies we suggest could be 
effected where the line runs through a country that is 
barren of freight revenue at the present time. 

COMMISSIONER LOREE: With regard to another maladjust- 
ment, what is the situation in regard to wages? I have the 
figures of one of the American lines, and to me they are very 
interesting. The number of employees in 1930 as compared 
with 1913 shows a decrease of i2 7/10 percent, but the hours 
of labour were reduced during that period from 10 to Sy ao 
that the total man-hours worked by the employees was re- 
duced by a little over 25 percent. Now, the total wages 
paid the employees have risen during that period from 
$9,475,000 to $20,220,000, or 113 percent. The railroad 
in 1940 earned about 3 percent on its eapital stock; but 
if the wage rate had remained at the 191% scale it would 
have earnea cOpercent on its capital stock. Now, is that 
the heart of the maladjustment which has brought us all 
into distress? 

HON. MR. Mac PHERSON: I do not think we can give 
you the figures that would throw any light on the figures 
you have given. Undoubtedly wages have increased in Canada 
to the same extent as they have in the United States since 
1915, largely due I think to a certain award thet was made 
there, for it affected us directly. ‘That matter, as you 
know -~ 


THE CHAIRMAN: Mr. Loree never heard Of ies 
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HON. MR. MERKLEY: Yes; but what of the increase in 
earnings on the road during that period? 

COMMISSIONER LOREE: I have not that; I can furnish 
Its 

HON. MR. MERKLEY: The earnings increased proportion- 
ately. 

COMMISSIONER LOREE: Oh no, nothing like it. MThe 
result is that instead of earning 20 percent on the capital 
stock they earned 3 percent. 

THE CHAIRMAN: The capital stock remaining constant? 

COMMISSIONER LOREE: Yes. Whatever increase there 
was in earnings was swallowed up in wages. 

HON. MR. MERKLEY: But the dividends were paid just 
the same. 

COMMISSIONER LOREE: Not out of earnings. 

THE CHAIRMAN: Out of reserve? 

COMMISSIONER LOREE: Yes, out of reserve. 

THE CHAIRMAN: 3 percent earnings would not give 
much of a dividend. It is a delicate and difficult question, 
but these figures of Mr. Loree's show how serious it is. 

HON. MR. MacPHERSON: It is wrapped up very much with 
the whole problem; we realize that. I think the Prime 
Minister stressed the fact that we feel very strongly there 
should not be an amalgamation of the two systems. 

THE CHAIRMAN: Yes. We should be most glad to hear 
your ideas about that, Mr. MacPherson, and the future of the 
railways. 

LORD ASHFIELD: If I might interrupt a moment? You 
will appreciate that the present situation arises out of 
a policy based upon competition? 


HON. MR. McCONNELL: That is excessive competition. 
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LORD ASHFIELD: Out of competition. It may be ex- 
cessive; it is a matter of degree. But the management of 
the railways is vested in two separate organizations, each 
striving to make a success of their own particular under- 
taking. Of course, that is the policy. 

THE CHAIRMAN: Mr. McConnell means uncontrolled com- 
petition. 

HON. MR. McCONNELL: Yes. 

THE CHAIRMAN: That is the effect of uncontrolled 
competition. 

HON. MR. MacPHERSON: We agree that competition 
might become very expensive, particularly in railways with 
the vast sums of money that today in Canada are being in- 
volved by virtue of the Competition so far as it hag been 
carried on. But at the same time so far as amalgamation 
is concerned we feel, Speaking for the general sentiment in 
Saskatchewan, there is a very very definite and very very 
strong feeling against absorption of the Canadian National 
Railways by the Canadian Pacific Railway in @anyvy Wey. 

THE CHAIRMAN: Or hive sso ly? 

HON. MR. MacPHERSON: Or inversely. I do not know 
that it exists to the same extent, but I believe you will 
find a body of sentiment thet will say the Canedian National 
could absorb the Canadian Pacific. Rut personally T feel 
it would be just as wrong to have amalgamation one way as 
the other, and thet Teally it is to the interest of the 
province as well as of the Dominion generally that the two 
systems should continue. We feel, however, that there should 
be coordination to the greatest possible degree in order tO 
eliminate wasteful Competition. And we have wasteful eom- 


petition at the present time. 
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THE CHAIRMAN: Have you thought out at all the 
method by which coordination can be brought about or can be 
regulated? Of course, there is such a thing as voluntary 
cooperation; if that were effective no doubt that would be 
the most satisfactory of all, but assuming the difficulties 
with regard to that are such as not to make it a very 
promising method, have you considered any substitution for 
Lae 

HON. MR. M@cPHERSON: Yes. JI think 2 joint board 
Micnte be. seu up On Which there) would be representation of 
both the existing systems, and that they should have the 
right to direct and control the expenditure which is now 
being made. 

HON. MR. McCONNELL: A board of some kind could have 
eontrolled the inland water service of British Columbia, 
where the C.N.R. put on boats to compete with an estab lished 
Service. 

THe CHAIRMAN: Thet is a pretty palpable case, is it 
not? 

SIR JOSHPH FLAVELLE:; Mr. Prime Minister, while you 
did not specify, you indicated there were a score of cases 
of two lines running alongside each other, and the service 
could be performed presumably if both companies used one 
dinGe, 18s that what you, mean? 

HON. MR. ANDERSON: Here is one illustration, Sir 
¢oseph. Every night.at 11.55 a.C.P.Re train leaves for 
Saskatoon; at the same time we have another train over the 
other line; each arrives at Saskatoon at 6,40 in the morning 
at two different stations. Similarly the C.P.R. and the 
CoNok. have day trains. My personal feeling is’ that it 


might be good buSiness, say, to have one of the day treins 
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over one line with mail and Cxpress, and one of the night 
trains over the other line with mail ana express, because 
there are lots of towns to be served on each line, but the 
goal is the same in each case. Sometities there are very 
few passengers on the night train. That is one case I have 
in mind; there are others, but I could not mention them 
offhand. At Biggar and Wilkie the lines are about a mile 
apart. 

HON. MR. McCONNELL: At Unity and Saskatoon the C.P. 
R. and the Grand Trunk Pacific are very close together. 

HON. MR. ANDERSON: Nokomis. 

HON. MR. MacPHERSON: We think there is no reason why 
in so many towns of the province there should be two separ- 
ate stations; there is not the business to warrant such dup- 
lication, and we suggest Union stations. That change 
could and should be easily made. 

COMMISSIONER LEMAN: Mr. Prime Minister, as we went 
through the two provinces to the west we found that each of 
them had become involved on account of railway guarantees. 
Has there been any similar experience in Saskatchewan? 

HON. MR. MacPHERSON: As a matter of fact, Mr. Leman, 
we are involved to the extent of some $27,000,000; but it is 
not recognized as a provincial contingent liability even, 
because lt is in respect of the Canadian National lines which 
have been absorbed by the Dominion government. We have no 
problem of that kind.at all. While on paper it appears as 
& contingent liability of the province, it is not eonsidered 
&as such. 

COMMISSIONER LEMAN: You have had no line to take 
over, nor do you contemplate having any to take over? 


HON. MR. McCONNELL: No. 


— 
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SIR JOSEPH FLAVELLE: There is a contingency which 
is almost inconceivable. If the particular line which you 
guaranteed were abandoned, the bond holders might say, 

"We hold the guarantee of the province; we want you to pay." 
What would be your position in such a case? 

HON. MR, MacPHERSON: Unquestionably there is an 
existing legal liability, but in view of the railway having 
been taken over by the Federal government, we have not 
considered such a@ contingency, and I don't think the banks 
have considered it, Mr. Leman. That being so, it is pretty 
well wiped out. 

SIR JOSEPH FLAVELLE: You spoke of a joint board 
composed of representatives from both railway systems. I 
take it for granted there would have to be umpire members 
of the board with authority to vote and control the situ- 
ation in the event of any difference of opinion between 
the respective railway representatives. Competition does 
not easily lend itself to cooperation -- indeed my Prien 
would say it is impossible. If the two roads continue es 
they are competing one with the other, the regulating 
force for the unnatural competition that has developed must 
be some authoritative board on which the two railways would 
have representation, and they could be directed by the board 
as a Whole to do whatever might be considered necessary in 
the circumstances. You heve to bear that in mina. 

HON. MR. MacPHERSON: That is right. I think other- 
wise as Mr. Justice Duff stated, if they would voluntarily 
do these things it would be unnecessary to have a board at 
ali. But I think it is recognized that the voluntary effort 
could go so short a distance that it is necessary to have 


something further to make it effective. 
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COMMISSIONER LEMAN: But if you divide the areas 
wherein they operate, where is the competition? 

HON. MR. M&acPHERSON: If you take a map of this 
province, Mr. Leman, and block out any voarticular area, 
pe will find that both the Canadian National and the 
Canadian Pacific are functioning there. 

HON. MR. McCONNELL: The division would apply only 
GO. NeW areas, ) of. ‘course? 

HON. MR. MacPHERSON: So far as new areas are con- 
cerned we feel there should be a@ restriction. 

COMMISSIONER LEMAN: There would be no competition 
in that case. 

HON. MR. McCONNELL: No. 

HON. MR. MacPHERSON: In any future railway deve lop- 
ment in the province competition shoulé be restricted def- 
initely. 


HON. MR. BUCKEE: Has any thought been given to th 


a) 


matter of more internal storage elevators, company owned or 
government owned, so the replacement of rolling stock would 
not be so huge as at the present time? Now all the grain 
is rushed forward during a short period of ‘the year and the 
rolling stock is idle the rest of the year. If the haulage 
could be extended over a considerable yeriod of time the 
replacement of rolling stock would not be so heavy. 

THE CHAIRMAN: Would that be practicahle from the 
grain growers point of view? 

HON. MR. BUCKLE: I think so. We see a jam occurs 
at the other end, and the grain has to be held here ANYWS Ye 

COMMISSIONER LOREE: If you add up the elevatox 
capacity in the United States you will find thet the entire 


winter wheat crop, if harvested in one day, could be 
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accommodated in the elcvators. It is purely a market 
Ronen etoat 

HON. MR. BUCKLE: That is in the United States only. 

COMMISSIONER LOREE: Yes. 

HON. MR. BUCKLE: Of course, the farmcrs here have 
to hold their wheat on their farms, whereas if there was 
inland storage space they could get their money. 

SIR JOSEPH FLAVELLE: You have considerable inland 
storage space at Winnipeg. 

HON. MR. BUCKLE: And Moose Jaw. 

SIR JOSEPH FLAVELLE: It is only a question, I pre- 
sume,of extension? 

HON. MR. BUCKLE: Extension of the present’ service. 

COMMISSIONER LEMAN: Has that mattcr been studied? 

HON. MR. BUCKLE: That is just what I was asking. 
Has any consideration been given to it by the Commissi on? 

THE CHATRMAN: It is the first time that any mention 
of it has been made to uS. 

SIR JOSEPH FLAVELLE: You are thinking of a terminal 
warehouse where the farmer could carry ne grain because 
he might not wamyt to sell? At the present time he brings 
it only when he wants to sell. 

HON. MR. BUCKLE: They do get storage space in the 
country elevators. That is not what I have reference to. 

I mean government owned, or company owned elevators for that 
matter, so the grain could be held after it has left the 
farmers hands, and a greater period of the year could be 
used for hauling it to the lake ports, for instance. 

SIR JOSEPH FLAVELLE: You are speaking of the dis- 
tribution of the haulage over the railways? 


HON. MR. BUCKLE: Yes. 
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HON. MR. MacPHERSON: It would mean fewer cars and 
less pressure. They have the internal system at the head 
of the lakes. 

HON. MR. MERKLEY: They have not used the Strathcona 
elevator for some years. 

SIR JOSEPH FLAVELLE: Largely, I presume, because 
the farmer did not want to deliver the grain. For instance, 
at the present time you have very light deliveries. 

HON. MR. M&acPHERSON: Because the farmer hes not had 
the grain to deliver, unfortunately. 

SIR JOSEPH FLAVELLE: There is a good deel of grain 
still in the hands of the farmer, only he feels disappointed 
in the price. When the price went up a few weeks ago 
deliveries were free. Naturally when the price breaks he 
elects to hold his grain because he feels the price is 
lower than it ought to be. He has a perfect right to 
exercise that judgment. 

HON. MR. MERKLEY: I think that is due to the fact 
that grain has been going west to a certain extent during 
the last few years. It does not go east practically beyona 
Medicine Hat. 

SIR JOSEPH FLAVELLE: I am speaking from the stand- 
point of the delivery of grain by the farmers, which is 
reflected. in the amount of money which is required to move 
the grain. At that time there was a very sharp inerease 
when the price went up, and there has been e very sharp 
decrease since the price went down, proving logically the 
feeling of the man who held his wheat to be this: I think 
there is something wrong with the present price and I don't 
want to sell. 


HON. MR. BUCKLE: Of course the grain shipments to 
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the East from Vaneouver and the additional storage there 
may solve the distribution over 2 longer portion of the 
year. 

SIR JOSEPH FLAVELLE: Mr. Prime Minister, when you 
spoke of the hope entertained in this provinee thet the 
Hudson Bay Railway will be one of tue great factors in your 
development, you rather indicated there was some comment 
that delay was being practised. What is the occasion for 
the delay? The road is completed is it not? 

HON. MR. ANDERSON: Yes. There was something in the 
local press recently that there woulda be some delay in the 
opening of the townsite. That I think is in the herds Sof 
the Manitoba government. 

HON. MR. MacPHERSON: Yes, 

HON. MR. ANDERSON: The official Opening of the Port 
is supposed to take place in 1932, and there was some press 
comment to the effect that it might be delayed. 

COMMISSIONER LEMAN: Has that not reer place? 

HON. MR. ANDERSON: Two boat loads of wheat have 
fone out. 

SIR JOSEPH FLAVELLE: You would not expect grain to 
be moving there now. 

HON. MR. ANDERSON: Oh no. 

SIR JOSEPH FLAVELLE: Your Shipments can only be 
from June or July to September or October, or later aecor- 
ding to the charecter of the season. You would hardly 
expect either the farmer or the grain dealer would want to 
carry grain in elevators et that point when he might want 
to sell and make delivery while there was a bettcrment in 
the market instead of waiting until the following July to 


have his grain go forward. That will always retard the 
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free movement of grain to the Port, because you have only 
four months navigation in the year. 

HON. MR. McCONNELL: About the same as the St. 
Lawrence ! 

COMMISSIONER LEMAN : That is hard on the St. Law- 
TENCE. 

SIR JOSEPH FLAVELLE: If that were the case you 
would have a very much more valuable means of getting your 
grain out. Unfortunately nature has decreed that that is 
impossible. 

HON. MR. ANDERSON: I heard one man very high up 
in railway circles remark that he never expected to see 
wheat taken out over that line. But these two boatloads 
have gone out. 

SIR JOSEPH FLAVELLE: Undoubtedly there are periods 
when grain will go out over that line; but there is always 
a difficulty in using a Port where the length of time that 
it can be used is by nature greatly restricted. 

HON. MR. BUCKLE: There is only this province, a 
little of Alberta and probably a portion of Manitoba that 
could economically use it anyway. 

COMMISSIONER LEMAN: Is not this province most 
advantageously situatéd to use the Hudson Bay route? 

HON. MR.» BUCKle; Yes, it means more to us than any- 
body else. 

HON. MR. MacPHERSON: It means more to us because we 
are paying a ruinous rate on haulage whichever way we go, 
and whether right or wrong 95 percent of the people of this 
provinee have an abiding faith in what ultimately the Hudson 
Bay Railway is going to do for them. They may be altogether 


Wrong. 


» 


~ 5O7 - Hon. Mr. MacPherson 


COMMISSIONER LEMAN: That is the trouble of being 
the heart of the Dominion. 

HON. MR. MacPHERSON: Then there is the feeling that 
the east is not so enthusiastic about it, whethcr that 
feeling be right or wrong. 

COMMISSIONER LOREE: Mr. Prime Ministor, going back 
for a moment to the suggestion I made a short time ago. 
After all, this Commission has a very hard problem before 
it to try and assemble all the facts and then reach a eon- 
clusion from those facts that will be useful. The suggestion 
has been made by the Attorncy Gencral that lines could be 
abandoned. It seems to me that that is a perfectly fair 
suggestion. But the line I spoke of in the Statcs abandoned 
two branehcs, and I should say their combincd length in 
relation to the total mileage would be at least equal to 
any abendonment that can be secured in the Dominion. The 
suggestion was made that some of the stations could be con- 
solidated. The line I speak of has abandoned 22 percent or 
its stations. Contrasting the two periods, before the war 
and today, it is working a force thet is 25 percent less 
With nine hours of service per day, yet it is paying out in 
wages $2.84 for cvery dollar that it paid out before. 

When I was Gown in Mexico 238 a youngster, I was 
very much impressed with the number of men TI saw walking 
about the streets with a littlc leaf underneath the temple. 
I asked my companion who had formerly resided there, why 
they wore it. He said to cure headache. Tf inquired, 

"What is the cause of the headache?" He replied "& adic- 
order. d stomach caused by using too much peppcr in their 
food." "Well," I said,"wearing a patch on the head is not 


going to cure @ headache which originates in the stomach." 
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He agreed,"Not at all." Now, where is the stomach of this 
proposition we arc facing? Why dclude ourselves by con- 
Sidcring only the location of the pain andnot the cause of 
cara 

FON. MR. ANDERSON: We have the headache all right. 

CCMMISSIONER LOREE: There is no gucstion about that. 

HON. MR. MecPHERSON: You referred, Mr. Lorce, to 
my saying that lines should be abandoned... What I said was 
this: So far as this province is concerncd most of our 
lines are by way of feeders, and I do not think you would 
find it necessary to abandon any of them, because they are 
contributing to the main artories of railway traffic; but 
what does concern us is the long dcad haul over the arca 
from which no local traffic is. obtained, and if there is 
a Ghance of securing coordination in that area it would re- 
sult in economies being effected which would be reflected 
throughout the whole system. If the railway map is con- 
sulted it will be found that in our province there are very 
few instances where the lines are not real feeders and do 
not justify themselves -- that is to say, in a year when 
we have ordinary crop conditions; they cannot be judged by 
the last two or even three years, because unfortunately 
there has been an abnormally light crop. 

COMMISSIONER LOREE: The situation could be cured if 
the rates were doubled; but that is impossible. Therefore 
it can only be cured by reducing expenses. 

HON. MR. McCONNELL: Yes. 

HON. MR. MecPHERSON: With respect to increasing 
rates, we could not be too emphatic in impressing on the 
Commission that an increase of freight rates would be dis— 


astrous so far as agzriculture is concerned in this province. 
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COMMISSIONER LOREE: You must get it through reduc - 

tion of expenses? 

HON. MR. MacPHERSON: Yes. It would be absolutely 
disastrous to raise freight rates, and at that we realize 
they are lower in the United States. 

HON. MR. McCONNELL: It costs 14 cents on a bushel of 
wheat between here and the head of the lakes, whether the 
wheat is worth $1.50 a bushel or only 30 or 40 cents. That 
is the untortumate pert of it. 

HON. MR. MacPHERSON: We are hoping that the price 
of wheat will not be stabilized at present levels. But 
even at that we have given recognition to the fast that 
during the last two years it has been at very low levels. 
Naturally this decline in the price of wheat anda other 


grains has produced a great deal of distress in our prov- 


ince because a great many of our people have gone into 
new districts, and this has involved expenditure on edu- 
cational and other services. Possibly we have gone further 
in many ways than we should have. done to provide these 
services. They cost money; money is being borrowed at high 
rates of interest; to try to repay capital as well as meet 
current interest with commodity prices what they are is 
very difficult at the present time. Therefore any increase 
in freight rates would be absolutely disastrous to us. 

COMMISSIONER LEMAN: Are the settlers you are sending 
up north going in more for diversified farming and cattle 
meee’. 

HON. MR. MacPHERSON: Yes. The country there lends 
itself to that particular line of farming. 

COMMISSIONER LEMAN: And real progress is being made 


in that direction? 
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HON. MR. M&acPHERSON: Yes. 

HON. MR. ANDERSON: They have not had much time yet 
to establish themselves, but the majority of them are happy 
and contented and realize that they have a good chance for 
the future. We are doing what we can to assist them to get 
started. 

COMMISSIONER LEMAN: As that line of farming develops 
we must realize that it will not be so large a feeder for 
railway transportation as the &rowing of wheat. 

HON. MR. MacPHERSON: No. 

HON. MR. MERKLEY: The white lines on the map rep- 
resent the Canadian Pacific and the red lines the Canadian 
National. 

THE CHAIRMAN: They interlace. 

HON. MR. MacPHERSON: They interlace. At the same 
time very few of them are close together at any place, and 
when a farmer has to haul his grain any distance it makes 
a great difference to him. 

THE CHAIRMAN: What I said had reference to the 
suggestion of dividing the country into spheres.Do you 
think there is very little avoidable duplication there? 

HON. MR. MacPHERSON: I do not think there is much as 
a matter of fact because they are feeder limes to a great 
extent under normal circumstances. 

THE CHAIRMAN: Quite so. 

HON. MR. McCONNELL: Outside of Ontario we have more 
mileage than any other province. 

HON. MR. MERKLEY: This is the line running into 
Meadow Lake. This line from St.Walburg runs to 
Loon Lake and joins the Bonnyville line in Alberta. That is 


where the new settlers have gone. 
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THE CHATRMAN: The Meadow Lake rails have not yet been 


laid? 
HON. MR. MERKLEY: Only up to this point. 
COMMISSIONER LEMAN: Wheat is the railway mileage in 
the province? 2 


HON. MR. MERKLEY: Longer than in any other province 
except Ontario. 

THE CHAIRMAN: You do not mean e greater proportion 
of mileage? 

HON. MR. MeCONNELL: No, actual milege. TI do not 
think Quebec has more than ours, 

SIR JOSEPH FLAVELLE: I would not be surprised if 
you had more than Ontario. 

HON.MR. SMITH: We have a mile of railway for every 
hundred people. 

HON. MR. MERKLEY: I have the information downstairs 
in my office. In Canada we have 235 people per mile of 
railway. In the province of Saskatchewan we have slightly 
over 100 persons to each mile of railway, or less than one 
quarter of the average of the United States, or less than 
one tenth of the average of EBuropeancountries ine luding 
Great Britain. 

HON. MR. MeCONNELL: We have about 7,000 miles of 
railway in this province, I think. 

HON. MR. SMITH: A year ago we had 7,600 miles; 
there has been other construction since them. 

COMMISSIONER LEMAN: Close to 8,000 miles? 

HON. MR. SMITH: Over 8,000. 

COMMISSIONER WEBSTER: When you ~oienred to Long un- 
productive hauls, were you referring to this provinee or 


to Canada generally? 
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HON. MR, MacPHERSON: To Canada generally. 

THE CHAIRMANS Along the north shore? 

HON. MR. MacPHERSON: Yes. So far as this province 
is concerned in a normal crop year all the lines are 
feeders to the main arteries. It is when you get. out ox 
this province down along the north shore of Lake Superior 
and out through the mountains that you have areas thet do 
not produce any local freight for the railways. 

COMMISSIONER LEMAN: Can you give us the figure of 
your highway mileage? 

HON. MR, MacPHERSON: We will be submitting a written 
Statement, and I would rather give the information to you 
in thet form in order that it may be accurate. We have 
different classes of highways: Provineial highways, main 
marketing roads and colonization roads of verious kinds. 

The provincial highwey system would be really the only 
system on which there would be any effort on the part of 
trucks to serve the public to any extent; that is where 
our licensing and regulation would apply. 

HON. MR. ANDERSON: We have something over 1,200 
miles of gravel road, 

COMMISSIONER LOREE: Mr. Prime Minister, your railway 
mileage does not impress me as being too large from the 
standpoint of bulk. I think it is not any larger proportion-~ 
ately than the mileage in Iowa, Kansas or Nebraska. Perhaps 
the development there was a little more rapid, but with the 
Samé population and territory you would be in the same 
position as they are in regard to transportation facilities. 
The only difference is in population density. 

THE CHAIRMAN: You are going to let us have a memo- 


randum about your highways? 
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HON. MR. MacPHERSON: Yes. 

THE SECRETARY: And figures of your motor licenses, 
humber of cars, and so on, 

HON. MR. MacPHERSON: Yes. 

THE CHAIRMAN: Well, Mr. Prime Minister, we are very 
much obliged to you for giving us this opportunity of having 


your views and those of your Cabinet. 


At 12.15 p. m. the Commission adjourned. 
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ROYAL COMMISSION ON RAILWAYS AND TRANSPORTATION 


A A A EL 


The Royal Commission appointed to inquire into 


the whole problem of transportation in Canada, parti- 
cularly in relation to railways, shipping and communi- 
cation facilities therein, having regard to present 
conditions and the probable future developments of 

the country, met at the Parliament Buildings, Regina, 
on Tmurecey,  LDecenbers rWigol. 


PRESENT ¢ 


RIGHT HON. LYMAN POORE DUFF, P.C., Chairman 
RIGHT HON. LORD ASHFIELD 


SUR JOSEPH W. FUAVELLE,, part. 


BEAUDRY LEMAN, Bsgq., 
Commissioners 
LEONOR FPRESNEL DORBE, Eeq., 


WALTER CHARLES MURRAY, Esq., 


Ta ee a aE ae ga, 


JOHN CLARENCE WEBSTER, Esq., 


Arthur Moxon; Esq. K.C., Secretary 


George W. Yates, Esqe, Agsistant Secretary 


PUBLIC MEETING 
Representations were made to the Commission by: 


Mr. Robert H. Milliken, for the Saskatchewan 
Wheat Pool 
Mr. W. Stephenson, for the Dominion Trades and 
Labour Congress, Saskatchewan 
Executive 


Mr. Le Ae Blackwood, Moose Jaw Board of Tradc. 


- Sel - ve 


Parliament Buildings,Regina 


Thareday, December iL, docs 


: AFTERNOON SESSION 


The Commission met iat’ 2315 .p.m. 


THE CHAIRMAN: I think we are first to hear from 
Mr. Stephenson, Chairman of the Pee eg ern ee Ue ee 
of the Dominion Trades and Labour Congress. 

MR. W. STEPHENSON (Dominion Trades and Labour 


Congress, Saskatchewan Executive): Mr. Chairman and 


members of the Commission, on the invitation of the pro- 
vincial Minister of Labour we have prepared a document 


for presentation to the Commission, and if it is agree- «¢ 
able to you we will read it and hand it over to your jhon- 
Ourablis body Tor, consideravion. 

Lig Giga Gi steee Me ER ae 

Wk. STEPHENSON: heave much pies sure in seal igie 
On Mir... Davis. Our (Secretery, Lo read the presenta .on on 
bevallen or Our executive. 

MR. H. D. DAVIS (Secretary, Saskatchewan Trades 
and Labour Executive): This report, Mr. Chairman, is to 
the Royal Commission investigating railway matters. Lt 
io ‘Es .Doplows: 

At the request of the Minister of Labour of 
Saskatchewan, we are herewith presenting you with the 
views of the membership we represent in this province, 
known as the Trades and Labour Congress of Canada, 
Provincial Executive of Saskatchewan, and represent- 
ing as we do the majority of Trades unionists of var- 


Tous Glasses in this provines end Dominion. 
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Quite: nMavuradily mepressning the majority volume 
of purchasing power, i.e., the wages of the workers, and 
as it is beyond dispute, that eventually we, as citizens 
ofiCanace have to pey@tie bile incurred by tie various 
railways in this Dominion; therefore in the lightof their 
viewpoint we make the following suggestions, based on 
fects both scientific end technical. 

Costs 

We believe that this factor undoubtedly led the 
Dominion Government to appoint your honourable body, 
thererore at can betconsideredvac etme len iachors 

The History of) the development of ithe railways in 
thie country LS Peplete With “all ‘kinds »or instences,. where 
Governments, Grrespective/ ol their poliuiead i wperty, and 
Bovuated. by the veapparent desire of sour citizens, have 
from time to time given grants of land and money to the 
rearviways to build mainoand branch lines, and seem »t0 
have been actuated by a desire to fully develop the 
Dominion as a whole, based on economic conditions pre- 
valent at the time that the money or grants were made, 
eno for that reecon tore. Very large extentiymo, blame cam 
be attached to these bodies. 

Due no doubt to superenthusiasm at the time, 
hotels, ships and other projects were gone Lipo. Oy Le 
railways, all of which have undoubtedly contributed to- 
wards the present financial crisis which you are Lacie 

Our members are of the opinion that due to the 
enormous debt thus incurred to date, that in so far as 
the Canadian National is concerned such national debt 
should be based on the amount of money that all the 


lines now known as the Canadian National Railweys owed 
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prior to 1918, and no account revenue purposes should be 
taken into consideration that includes duplication of 
Janes, and extra Neavy puliding costs, due to war condi -— 
tions, but that as Canada is very seriously dependent on 
lines of transportation such as railways, in order to keep 
the darivy Jives of Chevcitigens, of the Dominion normal, 
then to preserve the natural séquence of the demand of 
our people for increased transportation facilities, any 
moneys now charged to the Canadian National Railways, 
which have been incurred due to the people's expressed 
Cesire, shoula pe added to the Canadian Nationel dept 
forthwith and not chargable to the Canadian National 
hei iweve, end further Ghat a basis bs. set 2614. fixed 
amount on which the Canadian National Railways will or 
sould, be eabie. to earn dividends, based on economic con- 
ditions and general efficiency, and the indebtedness in- 
Curred under normal economic, and financial, conditions. 

in so far as the Canadian Pacific Railway is con- 
eerned we are of the opinion that a, reserve. fund taken 
from the extra profits made by this concern during its 
years Of Operatiow snould.be set up, said fund to take 
care of abnormal conditions such as we now face, and that 
a limit of this company's dividends be declared by govern- 
Mente] euLboratiy. bo be noby sreater than. cha, peid) Dy 
Dominion Government bonds. 

Ne Teele unats Que COmte act. vheb Lhd company has 
Pecei Veg Vacu, Sitis oF money anc i leand irom, the citizens. of 
Phe country, that to thay extent they are indebted to 
Our CIiLiZens TO. Meranbain services. at 2 fair return based 
On the interest. rates established by the Dominion. Govern- 


Meme Dende... and NOo the unheceseary, rates of dividends 
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Pala Porsaome years past . 

One sother novebie feature enterine into the’ question 
Ol <CO.St suet be 1bOrMNE 1m anind, by “our .bedy, and thate ts 
Gnet Gus GO, CCOnNOMIC, Ghd post war conditions, thousands 
SLGOuUPr Men relurnine Lrom oversess i from ybOLS. unt.) one 
GlOSe OfMthe War were ‘ebsorbed. into: tne, railway industry 
by pressure Drought to pear by Tne government of. that par= 
becwlar Gay, who. gave instructions that .jobs.were to. be 
created for the returned soldiers irrespective of whether 
(he railwey indusvry 83. such .coulc economically stand thay 
iocreaced. Goct.. 

Because Of Chia fact. we. sare of the vopinion that siucp 
jdaree sume as these Costs Rave created should be right ly 
charged to the re-habilivation of these men and. not to 
tne railway corporations generally. 

it ,due to. dull economic .conditions or geriods of 
world depressions, the railways are urged to create as 
much employment, whether necessary or not, . by the govern- 
ment of that day, then we submit that the costs of same 
should be borne out of) other revenues that the country 
meas Outside Of the Pad lways,, 

EPUG le enous Compe tition. 

fis 1s. also 5e ima jor Leaclon,, and one walen should 
DG elven particular etpention, Go by your honourable, Dod. 

the too liardy deveiounen> ol i ehways based on 
political requirements: in the main have undoubtedly entered 
Pravoly inpo Gne serious loss of tratiic Dy the raglways.. 
Deeeuse Ol Gis Undeniable Macv..4 standard tax and fixed 
Toure weno Ve (be Olaceq on BNG VenIc1es Wsine whe ni eniweay ay 
enc. Shnowid be controlled by & Provincial commission who 


would fix rates that would be standard for the Dominion of 
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Canada, based on a fair wage and workinghours for the 
employees of theses vehicles, and also a fair return for the 
amount of capital thus employed, said return to be no high- 
or then Vie cChULZens senerally= receive for gi bv edzec se-= 
curipy, Suen as Dominion and provincial Government bonds, 

Where, TienWways are projected -wiau Pun Peral ved wine 
Vie SSC aoresned “rawiwew Liges “tora tol euence Ot MOre’ bit 
one hundred miles, then such means of transportation should 
only be built after due consideration is given to the pro- 
ject by the Dominion and provincial governments and the 
local governing authority, such as the local government 
board, in so far as the expenditure of public. money is 
SCneernied. 

We, feel Chat by cooperation of ali public bodies 
controlling the expenditure of moneys for this piers: 
feature much unnecessary duplication of effort and use- 
Less CxXpenUVture Job money wild be avorded. 

Ala such Working conditions ‘to be based -on ee 
Treaty of Versailles and the schedules laid down and agreed 
to by the trades union movement. 

Ail -oresent. truck’ traffic tobe at once controlicad 
Dy @ public body, similar to the Railway Commission, who 
Will give ‘due heed to the necessity for the railways vo pay 
a fair return on their indeptedneds,, thus creating a very 
Necessary BLabL icy for raniway Doms Tin So far a2 Lo 
affects the savings of the workers, by investments in this 
respect by Lite and other Insurance pn eameee 

Elimination of waste anc Unnecessary supervision. 

Under this: heading our members feel that serious 

consideration should be given by your honourable body to 


the importance of these items. 
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We are of the opinion that in so far as the elimina- 
TLOn- Of Waste is concerned, On thé railways that do not have 
Ghie, COO perative management plan ian erect, same: snhouid be 
ettabvlished. ALL recognized railway trades unions should 
De ~asked™ by the railway management altected to® join with 
UnecurnOLl cers LOUD Lan vand Gake Care by cCoeperative Slrorn 
DIT Se Very important obj ec. and we Toel that by so doing 
a greater degree of confidence will be maintained than that 
which has hitherto existed on roads’ where such a plan is 
OOM SPence., 

Unnecessary supervision is a live topic among our 
members, and due to the better educational methods and 
practices that have been in effect throughout Canada for some 
years now, there can be no argument put forward that can 
prove that generally speaking railway and other workers 
have, pecauce OL ifacts, not become keener intellectually 
and mechanically. There lore ar uthep be a fact, which tour 
members believe that it is, as per statements of Sir Henry 
Thornton and others, then there can be no justifiable need 
for the maintenance under any consideration of the present 
system of supervision which is not only costly but grossly 
PHeLe Leon 

We submit that men employed for years by any commer- 
cial concern, such as the railways are, must be efficient, 
otherwise they would not be kept on the job, and therefore 
in conjunction with the cooperative management plan suggest- 
ec in the foregoing, there can be mo. serious justification 
for a continuance of the present unnecessary system of over 
SUD CEE S100, al OF Wiroinigcrs Mabe rae iy tO tne .cost. af 
running the railroads arid cannot be warranted by our pre- 


sent educational system which, of necessity, turns employees 
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Cup ol a Hagher e€iticiency standard than tiat in existence 
some years ago. 

We might also point out that if such a plan were mt 
into effect the cost of much unnecessary experimentation 
with new mechanical appliances,which are costly and are 
often discarded only when said cost has become excessive, 
Will be done away with. 

Portner than Gals. 2, mest De reco gnizea That tie 
status of the railway workers generally must. be placed on 
a plane whereby they wilii-be regarded acy belme sometning 
Clee Gn the running of the "yal iway Guam mere detalles. “and 
the acceptance by the employees,through their recognized 
Hrades unions,of greater responsibility will redound to 
Une Dest. Invercets Of aii Cconeernca, whereds under thie 
Present very Jamiced system in this regard, operatiom oy 
roads other than the Canadian National Railways is not 
COMOUCLVG, FO the Welfare OL gle Clilizens Ol tnle councry, 
who have large sums of money invested in railways. 

Pensions. 

w0uULd Chis subject be dealt wlth by your Commiseioi. 
and any change suggested, we respectfully submit that any 
changes decided on by your body should not act detrimentally 
towards the workers but rather should be of a generous na- 
ture Taking Imuo cons tderataon the great meed for the pro= 
bection of men who become old and abt times incapacitated 
in dnoustry, and of the urpent need: Tor the workers gener-— 
pily “to be retired at a much carlier age than that whieh 
exists. 

Amalgamation of railways. 
Our members desire on this specific item to draw 


your avtention to the fact that we are of the opinion that 


cine HM Mr. Davis 


2 SUCH BD Step 29; planned or decided on by jour Honourable 
MOUy,, une “Clb ivens Of this councry will demand that. said 
amalgamation be taken on a basis of public ownership and 
Cemocraric CONDrOL (Of the Uransporvabion facilities. 

Pree Shona one Ue LVie brood Of OurlCounEr ys 
Sores SUC mS: (De. TUN by ante Tor Ce. Dene rib on, one 
People 2c OL Lit The Inte reats vol Crotch 

Re uWas POL eeG. OG! Nery Cloav ly map tae ‘oulset of 
this submission, the citizens of this country have expends 
ed a tremendous amount of energy, money and land for the 
Denefit of the transportation industry, therefore we sub- 
Mit that taking’ into consideration their stake in this 
ficld, they ere not prepared Yo: hand over such a vital 
interest in their welfare to the Henan ronnie who seek 
only to make dividends and more dividends, and while it 
is true that due to various conditions, economic and 
commercial, some of the reilways are now in a state of 
PAmencia ly cmparracsmenn, yeu 1b is a2iso true that auc se 
CONAOLTION Cannot be ettributed to the lack of loyalty of 
the railway employees generally but rather to the tactics 
ol politicians and others’, not always interested in the 
fuULurSe welfare) of (our country. Tere tore: “any imOVe, ion 
your part (GOUChINe On tke specific ibem montioned ‘should 
Vane roero UL anc ser Ouse COC ivance Olu bLiG: OP LINTON On 
Che matter OL their desire esiexpressed, trom time to Gime 
for eyoelicy Of DuDING “sWmersaio and control. 

All of which is respectfully eubmitted. 

This is signed by Mr. Stephenson as Chairman of 
the BPxecutive and by myself as Secretary. 
THE CHAIRMAN: We are much obliged to you, Mr. 


Stephenson and Mr. Davis. Your representations will re- 
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ceive due consideration, 

We will now hear from Mr. Milliken, counsel for 
the Wheat Pool. 

MR. ROBERT H. MILLIKEN (Counsel, Saskatchewan 
Wheat Pool): Mr. Chairman and gentlemen, I wish to make a 
submission on behalf of the Saskatchewan Wheat Pool, more 
properly called the Saskatchewan Cooperative Wheat Producers, 
Before submitting for your considefation our views on the 
railway situation, may I point out: for the 1MFOrmMaAtLon of 
your honourable body that Saskatchewan Cooperative Wheat 
Producers, Limited, is purely a Saskatchewan organization, 
composed of some 80,000 farmers, and that the Saskatchewan 
Poolwidlevators#ilimited; ia a subsidiary organization of 
Saskatchewan Cooperative Wheat Producers, Limited, owning 
and operating a country elevator system of some 1,050 country 
elevators situated in the province. of Saskatchewan, as well 
as extensive terminal elevators at Fort William, Ontario, 
and Buffalo, New York, 

For more than twenty years wheat has been the ehier 
€xport commodity of the Dominion of Canada and eimogh ais 
of the wheat grown in Canada HUPring Vnat, period of time 
has been grown in the western provinces of Manitoba, Saskatch- 
ewan and Alberta. 

For many years the only outlet to foreign markets 
wes Dy rail to Fort William, Ontario, and from there on to 
the Atlantic seaboard by rail or through the Great Lakes. 
For some time past, however, Vancouver has been receiving 
a large part of the Alberta crop, but owing to the differ- 
ence in freight rates practically all of the Saskatchewan 
crop still goes east through Fort Willian. 


The cost of wheat shippea from Saskatchewan to 
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Europe, by rail to Fort William and by boat to the Atlantic 
seaboard, is approximately 28 cents per bushel, of which 
some 133 cents per bushel is the average cost of haulage 
from Saskatchewan to Fort William. 

The present wheat crop of Saskatchewan averages 
slightly better than a grade of 2 Northern, which at pre-e 
sent market levels is quoted on the Winnipeg market at 06 
cents.per bushel. It ean readily be seen, therefore, 
Does With 2 ‘freLent bavi or 13% cents per bushel practi- 
caliy<25 per cent Gf the totalnprice realized’ by, the 
Saskatchewan farmer from the sale of his present crop is 
being paid \for freight to Fort William, at which point his 
wheat is still over one thousand miles from an océan port. 

Under presénb conditions, when it. is selr evident 
bhe farmer must, lower the “cost of production in order 
to meet foreign competition, it is apparent that one of 
the most important items in that cost is the railway 
freight. 

Believing that numerous witnesses will bring. to the 
attention of the Commission the extravagance which has 
characterized the building of the railways of Canada, we 
shall not emphasize the point other than to say we believe 
the most rigid economy should be exercised in the further 
extension and operation of our railways and their sub- 
sidiary organizations and particularly so in reference 
to their hotel systems and de luxe trains, which we pecs 
afford little or no service to the primary producer. 

We understand you have already had submitted to 
you the suggestion that an amalgamation of the two rail- 
way systems would solve many, if not att OL Bheir Tineie 


etek VIttI ewe se We feel we are not sufficiently 
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familiar with all that is involved to pass an intelligent 
opinion upon the question, but we are convinced we are 
expressing the opinion of the entire membership of our 
organizations when we assert that if you should decide an 
amalgamation is the solution, then such amalgamated system 
must be operated as a public utility and under no con- 
ceivable circumstances must it be placed under the control 
or management of any private organization. Wevturnther 
tee] that a great deal might be accomplished by & reason= 
Sp le sniris Of COOperation, enlorced, a1 necessary, by 
adequate government control and supervision of the activi= 
ties of the competing railways. 

Al) of whieh bea respectiuliy submitted. 

THE CHAIRMAN: Thank you, Mr. Milliken. We will 
hoer trom Mr. Blackwood representing the Saskatchewan 
Boards of Trade. 

MR. L. A. BLACKWOOD: Mr. Chairman and gentlemen, 
on imvitation from your honourable body conveyed to us by 
the Government of Saskatchewan, the following Boards of 
Trade of Saskatchewan, namely, Regina, Saskatoon, Moose 
Jaw, Prince Albert, Yorkton, Swift Current, Weyburn, 
Estevan, and North Battleford, after a meeting for the 
purpose of considering the matters being dealt with by 
your Commission, desire to herewith submit their consider- 
ed opinion on certain aspects of the problem before you. 

Amalgamation. 

1. That the Canadian Pacific Railway and the Cana-= 
dian National Railways should not be amalgamated, but 
should continue to operate as separate anc distinct en- 
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tities. 

Administrative economies. 

2. In the interest of economy in operating costs 
and conservation of capital expenditures the railways should 
cooperate with each other in the following matters: 

(a) In respect to the elimination of unnecessary dupli- 
Geation of: services. 

(o) In respect to future construction of new branch lines, 
having regard to which of the two railways can most effective- 
ly and economically serve the district. 

In the event of the railways failing to implement 
this policy that the Board of Railway Commissioners should be 
empowered to deal with all such matters. 

Regulation of trucks, etc. 

oO. In view of the increasing competition exper- 
ienced by the railways from the new modes of transportation 
that hereafter buses, trucks and aeroplanes should be regard- 
ed as Sommon carriers and be subject to Tegulation. 

Brewene Wine Services. 

4, We view with concern the recent curtailment of 
branch line passenger. and freight services which inflicts 
hardship on residents of the areas thereby served. This 
curtailment encourages corfpetition from trucks and buses. 
Continued study by the railways, we believe, should result 
in their successfully meeting this competition, and at the 
game time make it possible again to provide satisfactory 
Dranch* Line rservices. 

Freight rates. 

5. While we understand that the subject of freight 
rates is not now under review by your Commission, we take 


this opportunity of stating that we would strenuously oppose 
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any suggested increase in the existing freight rate struc- 
tTULe se 
Hudson Bay railway. 

6. The largest single activity in Canada from an 
economic and financial viewpoint, is the raising, harvesting, 
transportation and selling of the grain crops of western 
Canada. 

Agriculture being our principal basic industry, 
the development of Saskatchewan, as well as our neighbouring 
provinces, depends in large measure upon the net financial 
revurn Lo Our grain preducers. The spread between the cost 
of grain production in the prairie provinces, and the price 
at which grain so produced can be sold in world markets, 
represents the purchasing power of bne “producer. 

One of the chief factors entering into the econo- 
mic problem of Saskatchewan agriculturists ig the cost of 
moving their grain crops long distances from the farm to 
world markets. Le ie, axiomatic, therefore, that. any and 
all transportation agencies that can assist in increasing 
the purchasing power of Saskatchewan producers should be eme- 
ployed for the reason that such increase in western purchas- 
ing power is inevitably reflected in increased prosperity 
for both our transportation companies, due to the increased 
demand for, and movement of, commodities manufactured in 
the more highly industrialized provinces of Ontario and 
Quebec, the Maritimes and British Columbia. 

For this important reason, we submit that the 
financial welfare of the grain producers of western Canada, 
as well as the best interests of the railways and of the 
people of Canada, will be best served by the completion one 
the necessary facilities at the Port of Churchill, to permit 


the movement of grain and other export traffic at the most 
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economical cost of transportation, through to British and 

continental markets during the season of navigation of 1932. 
In September last, under arrangements made by the 

federal government, two cargoes of Saskatchewan wheat, totall- 

ing 548,125 bushels, were exported to London, Engiand, via 

the Hudson Bay route, through the Port of Churchill. Tals 


successful movement demonstrated and proved the feasibility 


We submit and strongly recommend that the Govern- 
meno Oo: the Dominion of Garada be urged to contbinue an active 
interest in the development of the Hudson Bay route, so that 
itemwey become an elfective artery of braitic, for grain aud 
other exports produced in western Canada. 

Gareful consideration of the whole matter confirms 
Our ODinion that the Government of Canada might properly exer- 
cise its best endeavours to bring about an adjustment of the 
present marine insurance and ocean rate difficulties associa- 
ted with the development of the route. 

With an established and increasing movement via 
Churchill it is the conviction of the people of Saskatchewan 
that both our railway systems will experience largely increas- 
6a trariiic. and revenue. 

When the purchasing power of western Canada is re- 
stricted, the movement of manufactured goods from both eastern 
and western industrial cantres to the prairie provinces is 
similarly restricted to the detriment of the net operating 
revenues of the transportation companies, and conversely when 
the people of our western provinces are prosperous the raile 
ways are likewise prosperous. 

These, gentlemen, briefly represent our views on 


these important matters. 


] 
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THE CHATRMAN: Mr. Blackwood, with reference to 
the recommendation respecting branch line services which have 
been reduced or wholly or in part discontinued, are you auth- 
orized by your constituents to make any specific recommen- 
Gat20N 2b 8117 

Mie DLAURWOOD:s Nos Dethinmke tie Teeling if, sir, tien 
Ehese curtalilments may well be necessary at the present time, 
but we wancved to point out to your body that it is causing 
Matis LO wie, People Any Peapec.. TOvUnelr mad) services: aig 
OLnerwise . We wanted to bring that to your attention so 
Toot bu WOULd be considered when you, are dealing with the 
whole problem -- that the branch lines of Saskatchewan should 
Biveladequate service to mecét the needs of the people in 
Lnese Localities. 

THE CHAITRMAN: May we take it, then, in view of what 
you have just said, that having regard to the urgent necessity 
for severe economy at the present time you are not recommend- 
ing that any particular change should be made now? 

MR. BLACKWOOD: No sir, we agree to that. We are 
hopeful that a continued study by the railways of some means 
of meeting this bus and truck competition would enable them 
successfully to operate these branches, and thab they would 
Thiehi resume ta. MOVs Adequate. service to tie locasictics 1p 
question. 

THE SECRETARY: We have nothing further, Mr. Chair- 
mean, except & submission 2m writing Trom the United Farmers of 
Canada, Saskatchewan Section, which is in effect the same sub- 
mission that was made by Mr. Priestley at Calgary on Monday 
last. They ask thet 26 be Tiled agsin as the submission 
of the Saskatchewan body. 


THE CHAIRMAN: The memorandum will be considered. 
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THE SECRETARY: There is a further communication 
from Mr. L. D. McTavish, Chairman of six of the railway 
brotherhoods, dealing with the subject of public motor veh- 
LOLO8 Certain suggestions are made on the part of the 
railway unions for meeting the situation in which the railways 
find themselves. This will be filed and laid before the mem- 
bers of the Commission. 

THE CHAIRMAN: Does anybody else wish to make any 
statement or representation to the Commission? If not, we 
will adjourn. 


The Commission adjourned at 2.45 p.m. 
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The Royal Commission appointed to inquire into 
the whole problem of transportation in, Canade, parti-= 
cularly in relation to railways, shipping and communi- 
cation facilities therein, having regard to present 
conditions and the probable future developments of 
the country, met at the Parliament Buildings, Winnipeg, 
on Friday, December 18, 19951. 


PRESENT : 
RIGHT HON. LYMAN POORE DUFF, P.C., Chairman 
RIGHT HON. LORD ASHFIELD 
STR JOSEPH W. FLAVELLE, Bart. 
BEAUDRY LEMAN, sq. 
Commissioners 


LEONOR FRESNEL LOREE, Esq. 


WALTER CHARLES MURRAY, Esq. 


ees NN ee ee ae ae eee es” 


JOHN CLARENCE WEBSTER, Esq. 


Arthur Moxon, Esq., K.C., Secretary 


George W. Yates, Esq.e, Assistant Secretary 


PUBLIC MEZTING 


Representations were made to the Commission by: 


Jules Preudhomme, Esq.e, K.C., Counsel for the 
City of Winnipec 


layor W. Haigh, for Transcona Town Council and 
Board of Trade 


Ee Os GEilial, Bad. 
Pole. Hons, Beds, 6.1, cor Winnipeg Board of Trade 


W. M. Noble, Esq., Manitoba Truck and Bus Associa- 
tion and the Suburban Transit Co. 


William Nursall, One Big Union, Transcona Unit 
John Clancy, Esq. 


Wiliiem C. Pritchard, Esq. 


moe ila 


Parliament Buildings, Winnipeg 


Friday, December 18, 1951. 


MORNING SESSION 


The Commission met at 10.15 aem. 


HON. JOHN BRACKEN (Premier of Manitoba): Mr. Chair- 
man and members of the Royal Commission, it is my very great 
pleasure this morning to welcome to the city the members 
of this Commission, who are here in the course of their 
inquiry into one of the biggest problems facing Canada to- 
day. 

I shall not make any extended remarks at this time; 
I desire simply to say to the Commission that this room is 
ay their,disposal, as well as the services.of any of our 
departments that may be of use to them. lam sure that 
if, any public- body desires to)make wepresentations to: the 
Commission, arrangements can be made bo Nave their sub- 
iMaseLoncrecei ved. 

On behalf of the Government of Manitoba 1 am glad 
to welcome the Commission to this province, and I hope 
that while they are here 'representations will be made to 
them which will aseie: them in their deliberations and in 
arriving at a decision as to how this difficult problem can 
best be met. 

THE CHAIRMAN: Mr. Prime Minister, on behalf of 
the Commission may 1 say that we appreciate your kind 
words of welcome, as well as your expression of willing- 
ness .on the part of the Government to assist us in every 
waye I have no doubt whatever that that assistance will 
prove to be most valuable. 


The scope of our duties, I am sure, is well under- 
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stood by this time. The work in which we are engaged 1s 
a work of interest not only to the Dominion as a whole but 
to every part of the country, and of individual interest 
and importance to every citizen of the Dominion. We 
hope that we shall be able to reach some advantageous re= 
sult, although we are under no illusion whatever as to 
the difficulty of the task which is before us. 

We shall be glad to hear now from representatives 
of the city of Winnipeg. 

MR. JULES PREUDHOMME, K.C. (Counsel for the City 
of Winnipeg): Mr. Chairman and gentlemen, I do not know 
whether it is the wish of the Commission to have any 
extended presentation of the case of the Ca bYie I have 
here under instruction of the council a written statement. 
If you would desire that it be read, I am prepared to 
read it; if not, I will simply hand it in. 

THE CLUAIRMAN; If you desire to read it, Mr. 
Preudhomme, we shall be very glad to hear it. 

MR. PREUDHOMME: Pursuant to the invitation of 

the Chairman of the Royal Commission, the City of Winni- 
peg hereby respectfully begs to submit the following: 

1. The City of Winnipeg has been prominent in 

all guestions of railway transportation in Canada ever 
gince the city was incorporated in 1875. When the 
territory then under the jurisdiction of the Hudson's 
Bay Company was about to be transferred to Canada, and 
unhappy misunderstandings resulted in local disturbances, 
the Gifficulty of transporting troops to Winnipeg at 

once focused attention upon the need for some means 
of not alone bridging the distance between Ontario and 


Manitoba, but also overcoming the nature of the country 
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over which the transportation system to connect the two 
provinces would have to operate. This study of the 
territory between eastern Canada and Winnipeg was con- 
tinued westward when it became necessary to link British 
Columbia with the rest of Canada for the purpose of making 
the plan of confederation complete. 

2, It was realized that for the purpose of carrying 
out the plan of confederation by physically connecting 
the provinces and providing for communication between 
them, the object to be attained was the movement of 
traific east and west. In the maritimes the traffic 
had ees been moving north and wouth, and in Ontario 
and Quebec American railways were tapping fruitful Cana- 
Cian -COLTrATLOLY. 

S. To secure the necessary traffic on the Cana- 
dian railway moving into the prairies so as to make: its 
eonetruction. Sand operation an.economic. poss1Didity,. there 
was inserted in the contract between the Canadian Govern- 
ment and the promoters of the C.P.R. what was commonly 
known as a "monopoly clause." This provided, not that 
che C.P.ne. should have a monopoiy Of ai) the, praiiac 
which could possibly be available for the projected rail- 
way, but that no railway should be built from Winnipeg 
running in a southerly or southwesterly direction -- 
or in other words, no railway should be built from 
Winnipeg towards the boundary of the United States ot 
America. 

4, The strategic position of Winnipeg as a rail- 
way centre was thereby recognized by the railway ex- 
perts of the day, and assented to by the government of 


the day when the agreement was made, the government 
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undertaking by that agreement to prohibit the cone 
struction of any railway which would connect the city 
of Winnipeg with the railway systems of the United 
States of America, and this plan was actually carried 
out by the Dominion Government when it disallowed legis- 
lation passed by the province of Manitoba for the purpose 
of promoting railway construction from Winnipeg connect- 
ing with the railway systems of the United States to the 
south, and this legislation was passed twice and twice 
disallowed by the Dominion Government, resulting in ser- 
ious disturbances in the city of Winnipeg which threaten= 
ed to destroy some of the property of the C.P.R., and 
then only the Dominion Government desisted and the 
legislation passed by the province was allowed to stand. 
De Ine GErrivory around time norvheriy shores oF 
the Great Lakes has been designated a bridge -- that is 
GO say that although 10 is territory which must be tra= 
Versed Detween cwo traifiic bearing sections of Canada, 
in itselt, oWing to its physical and geological condi- 
LLows. i PeOCUCces NO (GPa! 10. In travelling from cast 
to west after traversing the bridge one enters what has 
been designated the funnel or the neck of the bottle, 
which is the territory between Fort William and Winnipeg, 
and from Winnipeg west the funnel opens out into the 
wide expanse of the prairies in which so much material 
development has taken place within recent years, calling 
for very heavy railway development not only in the matter 
of main line, but also branch line, construction. 
6. This development of the west was foreseen by 
the citizens of Winnipeg as early as 1882, and at that 


time the city entered into an agreement with the C.P.R. 
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offering certain inducements to the company to establish 
itself in a substantial way in Winnipeg. For instance, 
ineaddareion orprovidinge a iree ‘site for the nallweay 
station and the hotel and bonusing the company by giving 
it $200,000 worth of debentures of the city, it exempted 
the company for*all> time from taxation in respect of any 
of its ‘property within the city. The company on its 
part serecd Tolestablish and maintain An thescity of 
Winnipeg its principal workshop and also to maintain 

ita live stock yards within the city of Winnipeg. 

7. When the controversy between the Dominion Govern- 
ment and the government of the province was threatening, 
the citizens of Winnipeg and the city were the chief 
instigators of the movement for railway connection be- 
tween Winnipeg and the railway systems to the south. 
This was because the C.P.R. was at that time not offer- 
ing the farmers of Manitoba a rate on their products 
which would enable them to compete with the farmers of 
the United States immediately to the south of the border; 
and as the controversy developed the citizens of Winni- 
peg identified themselves most strongly with the move- 
ment for the extra railway development within the pro- 
vince by connecting Winnipeg with the railway systems 
Of tne United States sotnaito create comperi pion wine 
WCAG «lt. 

8. This controversy and the developments follow- 
ing immediately thereupon marked Winnipeg as a competi- 
tive point; and although developments and conditions 
have changed since that time, the evidence is that 
Winnipeg still maintains its position as a competitive 


point having a very important bearing upon the railway 
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service and freight rates in the prairies and certain 
portions of British Columbia, which it is hoped this 
Royal Commission will keep in mind in its investigation 
and deliberations and when making its findings and re- 
commendations. 

9. To-day there are three railway companies operat- 
ing into Winnipeg from the United States of America west 
of the Great Lakes, two of them operating under the 
Dominion Railway Commission and one under a charter of 
the province of Manitoba but representing capital of the 
United States. The three of them are connected up with 
systems in the United States of America, owned and opera- 
ted under the same managements as those which manage and 
operate them in Manitoba, 

10. The Manitoba Company is the Midland Railway 
Company which has never expanded beyond the boundaries 
of the provance. the posszbisioey ofvite lines )being 
projected beyond Winnipeg in a northerly direction to 
or towards Port Churchill on the Hudson Bay has been 
very commonly discussed, and the citizens of Winnipeg 
have Perarded 1t°as avuseful means of realiging the 
ideal of a direct railway line from the city of Winnipeg 
to Port Churchill on’ the Hudson Bay. 

11. For many years after the C.P.R. had established 
its system Trom the east ete tee Winnipeg to the Pacific 
coast, and when connections running south had connected 
up Winnipeg with the railway systems of the United States 
of America, Winnipeg was recognized to be the chief dis- 
tributing centre west of the Great Lakes, with the result 


that its railway yards and workshops assumed enormous 
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proportions and for the purposes of handling the grain 
trade certain territory within the city of Winnipeg has 
been used for the storage of cars kept available for the 
"rush" during the period when the grain is moving. 

lé. During this period also, Winnipeg developed 
as a very important live stock centre to which the live 
stock from all the prairies moved and to which purchasers 
from Toronto, Montreal and Chicago came to deal in the 
vrade. Its strategic position was a great benefit, 
therefore, to the live stock raisers of the prairies 
as well as the live stock purchasers of the three large 
centres mentioned, with the result that the ee yards 
were considered inadequate for the live stock business 
OL cue idietraict, The two Canadian railway systems 
therefore combined, and as a separate corporation estab- 
lished the Union Stockyards in St. Boniface. 

15. The construction of these several railway sys- 
tems into Winnipeg has created demands within the CLC. 
limits for protective measures in the form of subways and 
other facilities, imposing upon the railway systems the 


usual capital expenditure and maintenance costs, and this 


is likely to be accentuated if developments actually 


undertaken and partially carried out be continued to 
their logicaléconc iusion¢ In addition thereto, the 
railway systems,for the purpose of accommodating the 
heavy seasonal traffic resulting from the movement of 
grain, have established large yards in a municipality ad- 
jacent to Winnipeg -- that is to say the town of Trans- 
cona, involving a considerable amount of capital outlay, 
all rendered necessary by the rapid development of the 


prairies, the congestion in Winnipeg due to its geograph- 
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ical position, and the volume of traffic, both freight 
and passenger, going through Winnipeg from the east, west, 
south and within récent times to a limited extent, the 
north. 

14. The provision made for the handling of this 
traffic was justified in view of the rate at which the 
prairies had developed and the prospects of the same 
ratio of development being maintained, and the fact 
that all the traffic to and from the west was bound to 
pass through Winnipeg. Tis, NOwever, Was maverialiy 
altered by the construction of the Panama Canal, enabli= 
ing water-borne traffic to compete successfully with 
the  raiiways Lfrom.points in eastern Canada’ to. points in 
Pripisi Codumpia, andvalso as far cast Irom British 
Columbia as Calgary in the province of Alberta. 

15. There still remained, however, the development 
of the prairie points of Manitoba, Saskatchewan and a 
portion. of ‘Alberta, and Une resulting traffic passing 
to and from these points, all of which goes through 
Winnipeg where it is reorganized before proceeding to 
its destination. 

16. The railway construction -- main and branch 
lines. -- therefore has continued in the prairic sec«- 
Gions of the country notwithstanding the opening of the 
Panama canal, and the necessary capital expenditure has 
been undertaken; and as the agricultural development 
has been maintained, as was foreshadowed, this provision 
of railway facilities has up to now appeared to be 
reasonable and justified, Indeed, up to 1929 there 
were still demands for further undertakings and com- 


plaints that the facilities fell far short of the needs 
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of the country. 

17. It must be borne in mind that short crops 
and low prices have been very important factors in limite- 
ing the incoming and outgoing freight traffic passing 
through Winnipeg to and from the prairies, and rendering 
the railway facilities (perhaps for the time being) ex- 
cessive. If, however, what might be regarded as nore 
mal development and normal price conditions should recur, 
it might be found that the railway facilities have not 
been and are not superfluous, except perhaps in view of 
the motor bus and truck competition which might be pre- 
sently taken into consideration. 

18. The advent of the water competition resulting 
from the opening of the Panama canal has forced upon the 
railway companies the need for meeting this competitition, 
and for that purpose they have in consequence provided 
high class freight and passenger service across the 
continent from east to west and from west to east. On 
certain commodities a special rate is given from manu- 
facturing centres in eastern Canada direct to Vancouver 
at a far lower rate than is given to any intermediate 
points, by which these commodities can be taken across 
the continent to Vancouver and back to points in the 
prairies cheaper than the same commodities can be taken 
from the same manufacturing centrts iff sestern Canada 
to those same points in the prairies. Similarly, there 
are certain commodity rates that will enable certain 
classes of lumber, for instance, to be taken from Bri- 
tish Columbia points -- Vancouver, for instance -- to 
eastern points.to meet the competitition ef mot eione 


water-borne lumber from British Columbia, but of cer- 
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tain kinds of lumber from certain points in the United 
States. 

19. This railway service, although expressed in 
terms of freight rates, really involves quality of 
service, and in each case the rate which the railways 
give to meet the competition of the water traffic is 
actually a higher rate than the rate by water, but the 
speed and other qualities of the service make up for the 
difference and provide for the railway the business 
which justifies the competition. Tniey ero course, fac 
involved a considerable outlay, and when the traffic 
was available -- that is to say, when the spending power 
of the, community provided the traffic, was jusbified; 
and it has resulted in the intermediate points getting 
a far higher class railway service’ than they otherwise 
would have obtained or would have been justified under 
diferent circumstances. } This is an advantage of 
Wate Thevecountry snoulo not be igntiy deprived. 

206 in the development of Canada, not only its 
railway industry, but every other industry has felt the 
influence of its proximity to the United States in a 
very potent manner, and the competition of the United 
States in every one of the main industries of Canada is 
an important factor. 

21. Winnipeg, owing to its proximity to the inter- 


national border and its central position, has been one 


of the centres around which this influence has been most 
keenly felt, and at which its effect from a transpor- 
tation point of view is most definitely marked. 

22, In the years 1926 and 1927 a general freight 


rates investigation was held throughout Canada, and 
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evidence was taken from all sections of the country. 

It was then disclosed that such commodities as fruit 
from Ontario required a special rate to Winnipeg so as 
to meet the competition of the fruit grown in Washing- 
ton and other western points in the United States of 
America which is marketed at points like St. Paul and 
Minneapolis in the United States and finds its way into 
Winnipeg in competition with the Canadian grown fruit. 
Similarly, fruit from the Okanagan Valley in British 
Columbia enjoyed, and to enable the industry to exist 
needed to be given, a special rate to Winnipeg to com- 
pete with the fruit from the American centres. Canned 
goods from British Columbia points also enjoyed and 
needed a special rate to Winnipeg so as to meet the 
competition of the American canned goods coming to 
Winnipeg. The American and Canadian goods referred 
to are all distributed.from Winnipeg to certain prairie 
points as a result of these rates, cheaper than they 
could be delivered to those same points from their 
points of origin at the normal rates. 

293. This competitive movement centering around 
Winnipeg also called for special service and special 
equipment, and this, so as to maintain the development 
which Was taking and has taken place, has been justi- 
fied as the results have shown up to the last year 
or two. 

24, The province of Alberta in competing in its 
coal with conl shipped in from the United States through 
Duluth to Winnipeg, has also enjoyed special rates 
so as to meet the competition in Winnipeg with the 


American product. The province of Saskatchewan also 
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has sought and now enjoys special competitive rates 
fOr ILS CO. 

COe This service into and through Winnipeg has 
been developed to a fine point owing to Winnipeg's stra- 
tegic competitive situation. On the other hand the 
commodities from the United States of America which 
heave, sought the prairie, market have been brought in 
through Winnipeg because Winnipeg happens to be vis-a-vis 
with St. Paul and Minneapolis, towards which cities the 
railway systems in the United States of America “have 
converged in seeking & home market for these different 
American commodities, and this same consideration must 
be taken into account an dealing with the future of: the 
Yallweay systems in this part, of Canada, | 

26. .The advent of the Hudson's Bay Railway was the 
sienal for 2 great deakb of railway construction to be 
projected and: undertaken, to connect. with or. lead. to 
that railway, but mostly, however, from the province 
of Saskatchewan. That railway and Fort Churchill have 
not wetereached the stage when an opinion, can be, éx- 
pressed as to whether ‘any construction in that direc- 
tion can be, dustitiedn, bub. it is obvious, that 22 the 
‘full benefit of that undertaking is to accrue to the 
citizens of Canada, due advantage must be taken of the 
prospects of the traffic which it is likely to draw and 
bherwoute which thatrtraiiic;wits pursue. 

27, When the completion of this railway was under 
discussion, the points urged in favour of it by those who 
had studied the situation were both national and inter-. 
national, the international aspect being that it will 


provide facilities for such communities of the United 


- 549 - Mr. Preudhomme 


States of America as those of North and South Dakota, 
Minnesota, Wisconsin, Montana, the greater part of 
Wyoming, Nebraska,and Lowa, to get the benefit of a 
shorter route for their outgoing products and incoming 
commodities than has existed in the past, and thereby 
provide a great highway of international commerce be- 
tween Canada and the United States of America. 

28. Data supplied to successive governments of 
Canada from time to time, and on the strength of which 
it is assumed action was taken, show that one of the 
dominating factors in causing the construction of this 
railway has been the fact that the population of the 
eight American states contiguous to the Canadian boundary 
which would be served by this railway numbers about 
thirteen millions and that the wealth of these states 
iis about Torty-six billions of dollars. 

29. A few years ago a conference consisting of re- 
presentatives from eighteen central states of the United 
States of America was held at St. Paul, Minnesota, for 
the purpose of discussing ways and means of procuring re- 
lief from the economic situation largely created by the 
opening of the Panama Canal, which gave all the advant- 
ages to seaport as against the central states. Our: (orn 
these eighteen states the eight states above mentioned 
were then regarded as competitive territory wherein the 
Hudson!s Bay line could be expected to draw a large pro- 
portion of the trade, and this trade was expected to go 
through the city of Winnipeg as it was pointed out that 
the route to Port Churchill from Winnipeg would be much 
shorter than from either Regina, Moose Jaw or Saskatoon 


in the province of Saskatchewan. 
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50. At present the routepursued from Winnipeg is 
a circuitous and tortuous route, zig-zagging far out of 
the direct line, skirting the western boundary of the 
province and then proceeding in a northeasterly direc- 
tion towards the seaport. On the other hand, a direct 
route from Winnipeg would reduce the distance to about 
two-thirds of the present distance and make it far less 
than the. shortest distance from any of the above points 
in Saskatchewan. 

S51. There are at present two lines of railway 
from “che <civy ‘of, Winnipes in.anortnerily divection for 
a portion of the distance towards the Hudson's Bay Railway, 
on the western side of Lake Winnipeg, and it may be that 
(these two lines being one of the many duplications, 
perhaps unnecessary, to be found throughout the railway 
system of the country) one of the lines would serve the 
purpose. of a. direct route from Winnipes until possibly 
& more, direct, route could be undertaken, perhaps Dy ex- 
tending a shorter line now existing on the east side. 

Oe, As indicated, a study of the,rallway systems 
of the United States of America connecting with the rail- 
ways in western Canada shows that the most advantageous 
route for any traffic from any of the points in the ter- 
ritory south of the international boundary mentioned 
above would be through Emerson north to Winnipeg, then 
through Winnipeg to connect with the Hudson's Bay Railway, 
and thence on to Port Churchill. The only other point 
of entrance is at Portal, this route being far to the 
west of a direct line to Port Churchill, necessitating 


a zig-zag route, very lengthy and expensive. The 
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traffic originating either east or west of Portal would 
necessarily travel in a very tortuous and expensive 

route as compared with the direct route north through 
Winnipeg after travelling either east or west as the case 
may be, to connect with the northerly and southerly route 
to and through Winnipeg. 

33. A direct line, therefore, from Winnipeg to 
the Hudson's Bay or to connect with the existing Hudson's 
Bay Railway in Manitoba, would attract far more traffic 
from points south of the intermational boundary than a 
line following the prescnt course or connecting with any 
new extension through the province of Saskatchewan, and 
would be a great advantage in the matter of international 
trade between Canada and the United States as well as 
between Europe and the United States passing through 
Canada. 

34. No definite policy as to what should be done 
towards connecting Winnipeg with a direct line to Port 
Churchill can be strenuously urged until more experience 
has been gained in the navigation of the sea route from 
Europe and in the use of the port, but the present time 
ig an opportune one for studying all the potentialities 
and keeping in mind the advisability of not too mater- 
jally disturbing existing facilities. 

35, It is well understood that owing to the com- 
petition from motor transports which the steam railways 
are experiencing and the fact that the motor truck and 
bus are able to render a service which it is impossible 
to obtain from a system confined to its own roadbed 
along a rigid and defined route, the question of curtail- 


ment of service or reduction of system for the purpose 
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of reducing expenses may justly be taken under considera- 
tion, but nevertheless, in view of the service which it is 
necessary for the different communities in Canada to re- 
ceive from the railways to enable them to meet the com- 
petition of the United States of America in the different 
industries on both sides of the international boundary, 

it would appear that curtailment or discontinuance should 
be considered, if at all, only as applicable to the branch 
line operations of the systems, and then only in such 
cases where a service by motor vehicle if and when sub- 
stituted would be equal to that provided by the railways 
to enable the Canadian industries to maintain the com- 
petition. 

All of which is respectiully submitted. 

THE CHAIRMAN: Thank you, Mr. Preudhomme. We will 
now hear from Mr. Gilliat and Mr. Hunt on behalf of the Winni- 
peg Board of Trade. 

Mi. Ts hs BUNT, Kev. Mr. Chairman, 1. will just ask 
Mr. Gilliat to present the suggestions for the Winnipeg Board 
of irade:. PRevyoare Very Driver. anc are tn Lino win, brie 
telegram received from the Commission. 

MR. EE. C..GILLIAT: The Commission was kind enough ro 
suggest that the Winnipeg Board of Trade might make certain 
representations, with particular reference to motor competi- 
tion with the railroads; consequently our submission is on 
that point. I have a short memorandum here, which with your 
permission I will read. 

The Winnipeg Board of Trade, representing the diverse 

and representative interests it does, can only give the 


merest outline of its views on this question, the time being 
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so limited. On this basis it respectfully submits the 
following for your consideration. 

From the public point of view the transportation 
problem is essentially one of moving persons or goods 
from one point to another. 

The public is vitally interested, by reason of 
financial commitments, in existing transportation agencies, 
but in the final analysis this is secondary to develop- 
ment and maintenance of the most satisfactory method of 
transportation available from time to time. 

Various important factors enter into the defini- 
tion of wheat is "the most satisfactory method of trans- 
portation", but it is not necessary to go into this in 
detail beyond pointing out the public will undoubtedly 
patronize the service which best suits its needs. 

At the present time it is clearly apoarent: 

Motor transport is developing an increasing 
volume of business, chiefly at the expense 
Ob the rat iways. 

Railways are essential, having regard to the 
nature of commodities produced and consumed 
in western Canada. 

The aeroplane is likely to modify the present 
status of both railway and motor transport 
IPG er ole 

As already stated the public is primarily inter- 
ested in transportation as such, but in comparing the 
three methods of moving persons or commodities referred 
to, the following points should be noted: 

Railways have been required to spend immense sums 
to ensure: 

Safety to the public. 

Regularity and efficiency of service. 


Responsibility in case of accident to persons 
or commodities. 
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Permanency of service. 


Reserve of plant and equipment to handle peak 
loads at seasonal intervals. 


Efficiency and courtesy of personnel. 

In addition to which a governing commission 
with wide powers of jurisdiction has authority 
bo. regulate retes and enforce its rulings nov 
only in regard to the rate atructure and 
other details of operation, but may also 
compel the railways to incur large expendi- 
tures for the construction of subways, etc. 

Aeroplane transportation is at present subject to 

little in the way of official regulations 
other than rigid demands for safety. 

Motor transport, as compared to railways, is at 

the present time in Manitoba subject to 
very little in the way of regulations, and 
means for enforcement of such regulations 
as do exist are not’ adequate. 

Th is suggested the public's interest in safe, 
efficient, regular, permanent and economical transporta- 
tion requires that motor transport be placed under one 
definite control, which would impose and enforce such 
suitable regulations and rates as will ensure adequate 
service to the public. 

THE CHAIRMAN: May I ask, Mr. Gilliat, whether you 

mean one single control for the whole of the Dominion? 

MR. GILULTATs: Welk, one definite control, sir. 

In considering this the point was brought out that it might 
be federal control, and that probably would be preferable if 
as: possi bie. 

THE CHALRMAN: You are not committing yourself 

exclusively to that? 

MR. GILLIAT: No -- one definite control, whether 

it is fedural, or whether it is provincial, working on a 


uniform set of regulations between the provinces. Our 


idea was to keep away from the controversy of provincial 
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rights. The memorandum continues: 
In determining what might be regarded as adequate 
regulations and rates, consideration should be given to such 
matters as the following: 


The present public investment in railroad 
properties. 


The effect of the financial condition of the 
railways on the general credit standing of 
the country. 


Standards of wages and working conditions for 
both motor and railway services. 


The investment of respective provinces in public 
highways. 


The. interests of property owners in communities 
now located on existing railway lines. 


The convenience and safety of the public inter- 
ested in using the public highways for per- 
sonal travel. 

In considering this whole question it does not 
necessarily follow that present practices of the railroads 
should be regarded as static, and that regulations and 
rates should be enforced on motor transport of such a 


nature as to enable railroad service, as at present organ= 
ized, to successfully compete with it. 

On the contrary it is suggested the solution pro- 
bably lies in tightening up the present regulations and 
rates under which motor transport operates, and making it 
possible for the railroads, voluntarily or otherwise, to 
so modify their system of operation as to be more mobile 
and thus better able to compete. 

To accomplish the latter it will be necessary, att 
addition to effecting all possible economics and elimina- 
tion of duplicate services, to examine into and consider 
the need to modify relations embodied in agreements between 


the railways and all sections of their personnel in order 
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to enable the railways to adjust their affairs to present 
conditions. 
All of which is respectfully submitted by the 
Winnipeg Board of Trade. 
THE CHAIRMAN: Mr. Hunt, have you anything to add? 
MR. HUNT: Not unless there are some questions to 
be asked, by way of enlarging upon the memorandum. 
THE CHAIRMAN: We will now hear from Mr. Haigh, 
mayor of the town of Transcona. 
MAYOR W. HAIGH (Transcona Town Council and Board of 
Trade): Mr. Chairman and members of the Commission, on be- 
helf of the town of Transcona and the Board of Trade, we wish 
to present our case to you for your careful consideration. 
The town of Transcona is situated about six miles east of 
Winnipeg. It has a population of approximately six thousand, 
all of whom are more or less employees of the Canadian Nation- 
al Railways. At Transcona the Government have the finest 
shops in Canada. Those shops have not only been built for 
the maintenance of rolling stock but are equipped for the 
making of new locomotives and of car equipment. A consider- 
able amount of money has been already expended on the railways 
in the Transcona shops. The company also own some eight 
hundred acres of land around the Transcona shops, of which at 
the present time only about two hundred acres are used. They 
have at their disposal some six hundred acres for the expan- 
sion of yards or shops, as the case may be; and if this Com- 
mission is considering a consolidation of the shops or yards, 
or anything of that kind, we would like to urge you to look 
snto the information which you will find in this report, be- 
cause we believe it will be very helpful to you. 


As I have already stated, we have the finest shops 
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there, not only for the maintenance of the rolling stock but 
for building new stock if required; we have light and power, 
and we have the water supply, which, I might say, is cheaper 
than any around the Winnipeg district. Without taking too 
much of your time, we would like you to consider all these 
phases of the shops, cxpansion of the shops and also the 
yards. There has been some talk of moving these yards 
away, and we believe it will be of vital importance to look 
into this matter before such a step is taken. As I have 
already stated, all the people living in the town are depen-= 
dent upon the railwayse There is also a very large number 
of workmen who travel from Winnipeg to St. Boniface, Vital, 
West Kildonan and St. James; a train of some sixteen coaches 
leaves Winnipeg every day to take the workmen out there in 
the morning and bring them back in the evening. 

With these few remarks, Mr. Chairman, I am going 
to hand in this report, and we would urge you to go into it 
very carefully; we believe there is in it much information 
that will be useful to you. 

THE CHAIRMAN: We will now hear from Mr. Noble, of 
the Truck and Bus Association. 

MR. W. M. NOBLE (Manitoba Truck and Bus Associa= 
tion and Surburban Transit Company): Mr. Chairman and 
gentlemen of the Royal Commission, the Manitoba Truck and 
Bus Owners! Association is an organization of truck and bus 
owners operating as common carricrs and: as passenger bus 
operators in the province. 

Let me make it clear that the Manitoba Truck and 
Bus Owners Association and individual operators of public 


service vehicles in the province of Manitoba, hold no 
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brief against the railroads. They believe in them and 
maintain that the prosperity of the railroads is essential 
to the Dominion. 

If the railroads cannot fully serve the public be- 
cause of restrictive regulation, then they should be relieved. 

But the truck and bus operators cannot agree that 
the public's use of the motor vehicle has crippled the 
railroads or that the railroads should be allowed to in- 
crease the cost to the consumer simply to enable the rail- 
roads to go on as they have in the past. 

The railroads have no more economic right to all 
or any traffic than had the canals and stage coaches in 


other days, which opposed the construction of railways on 


the grounds that they would take traffic already being 
carried on the canals and highways. 

We believe that the trend of modern civilization 
is towards automotive transportation and that instead of 
restricting the progress of civilization by restricting the 
operation of automotive transportation, the Government 
should assist automotive transportation so long as such 
assistance is not inconsistent with good government, and so 
long as injury and loss is not occasioned to other interests 
working towards the same end -- prosperity of the country. 

We subscribe also to the theory that economicallys 
wasteful rivalries which marked the past, must be avoided, 
because, in the long run, the public must pay. 

The decision as to what service is to be rendered 
will be made by the public, by public patronage, not by 
railroad executives, not by unions of railroad employees, 


not by truck and bus associations, not by governments or 
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royal commissions, but as I have stated by the public, and 
by the patronage which the public will give to that system of 
transportation which meets with their approval in the matter 
of service and economy. 

The (ublio pays for the raiivoads in the form of 
rates, freight and passenger, just as it is paying for high- 
ways in the form of taxes, and the fact that the public pa- 
tronize both railway transportation and automotive trans- 
portation on the highway, is evidence that the public wants 
and needs both forms of transportation. 

The difficulty seems Go be in .arriving, ab thav co- 
ordination of railroad transportation and automotive trans- 
portation which will give the public what they want, and at 
a price which Ls sreasonabte, having regard to the anves t= 
ment of the sabi eoaas and those interested in highway trans- 
DOrGaAGLON. 

Allow me to interject here the statement that the 
railroads are riot barred irom the use of the highways and 
nignweay bransportation 19 as open to them as it is to the 
private indiwidual. The history of highway transportation 
in the United States is that slowly but surely the railroads 
nave cone Co realize. the fact that they must enter the ficid 
of highway transportation if they are to keep up the high 
standard of service ndvertined by them. I think you will 
agree with me that automotive highway transportation is here 


to stay, and that all that remains to be done is to regulate 


such highway transportation, but such regulation must be 
guided by the highest principles of fairness and equity, so 
that no unjust burdens are placed upon those engaged therein, 
and that no vested interests are protected, and the inter- 


ests of the public safeguarded. There should be no unjust 
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taxation or regulation of tariffs or conditions of opera- 
tion which would make it impossible for the operator to 
carry One Conditions of highways and locality of opera- 
tion should be taken into consideration when making regula- 
tions. 

Here I would particularly mention the fact that 
conditions in Manitoba and shall I say Saskatchewan and 
Alberta, are very widely different from conditions which 
your Commission will meet in Ontario and Quebec particulare- 
LY Our population in the west is widely scattered, our 
villages and farms are much farther apart than they are 
in eastern Canada; in fact our whole territory is vast 
compared to that in the East. The result is that the 
railroads do not and cannot attempt to reach every corner 
of it and give that facility of service which modern times 
and the modern education of the public demands. Our dis- 
tances are so vast that our Government cannot hope to 
build "All weather" highways to every outlying district 
and must content themselves by building so called arter- 
jal highways from which the municipal roads branch off to 
the various farms and outlying districts. Then too, lI 
would stress the difference in our weather conditions. 
Western Canada is blest with a beautiful summer, but to 
some at least it is cursed with an exceedingly long winter, 
and for that reason the sphere of operations of those en- 
gaged in highway transportation, is very much limited. 

The highway transportation in Manitoba is only 
in its infancy, but already, due to the extremely splendid 
supervision of the Municipal and Public Utility Board, under 


the chairmanship of Mr. W. R. Cottingham, K.C., we have 
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gone far towards solving many problems incident to motor 
vehicle legislation and motor transportation. 

To give you some idea of the extent of truck and 
bus transportation in the province, we can tell you that 
out of 10,154 licensed trucks in the province, 169 trucks 
are operated as common carrier trucks, 36 are operated as 
passenger buses and 59 are operated as cream and milk 
trucks with special licenses issued by the municipal and 
public utility board. 

From these common carrier trucks and passenger 
buses there was collected for the current year the sum of 
$10,850 for license fees for common carrier trucks and 
$2,096 as license fees for passenger buses. idl @ wiles ta 
addition to government regi ‘tration fees. 

You will see from the above figures that of the 
licensed trucks in the province of Manitoba, not more than 
2 per cent are operated as common carriers, and the infor- 
mation I have from the Municipal and Public Utility Board 
is that the average capacity of the common carrier truck 
4s not more than one and one-half tons, so that all im aly 
any criticism to the effect that damage to highways is 
occasioned by heavy laden common carrier trucks 1s un- 
just. From the above figures which I have given you 
there sre 36 permits to operate as passenge? buses and 
these are operating over twenty different routes ranging 
from a distance of a few miles to perhaps the greatest 
hauling distance, Dauphin in the northern part of the 
province, 211 miles; the average passenger bus route is 
between 60 and 70 miles. We feel quite sure that were 
an expression of opinion obtained from rural Manitoba 


as to whether or not passenger buses should be permitted 
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to operate even in direct conflict with established rail- 
way lines, there would be an overwhelming majority in 
favour of the passenger buses. To the rural municipality 
they are a God-send in that in almost every instance the 
passenger bus leaves its rural terminus early in the morn- 
ing, arriving in Winnipeg or Brandon as the case may be, 
considerably before 12 otclock noon. The departure from 
Winnipeg. is.from 5 to 6.p.m. This enables the rural 
passenger to come to the city, transact his business and 
get home the same day, without having to go to the expense 
of providing himself with accommodation whilst in the city. 
Without unduly criticising the railroads and their time- 
tables, it would appear that time tables are arranged not 
to suit the public, the public's convenience and the pub- 
lic's economy, but to suit the railroad employees and the 
railroad's diversified connections, What I really want 
to convince you of is this, that the rural bus satisfies a 
long felt want especially im the province of Manitoba and 
theyiact that 1t) is receiving the patronage of the public 
even during the winter months speaks well for the passenger 


bus service and for the operators and those behind the 


passenger bus organization. The buses are under personal 
supervision of the Municipal and Public Utility Board. 
Every care and precaution is taken by the operators of the 
buses and the public are protected by the requirements of 
the Municipal and Public Utility Board against any loss or 
claim for damage by reason of accident to the passengers. 
The passenger bus reaches many points that are not 
touched by the railroads and gives a daily bus service where 
railroads would give only an intermittent service. More- 


over, many farmers who would have to drive miles to a rail- 
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road station to get transportation to the city, can now 
drive but a short distance out to the main highway and 
arrange to get on a bus at any place along the established 
route. This is a God-send to the farmers, especially dur- 
ing the busy seamn of the yesr when almost every available 
horse and vehicle is engaged in farming operations. I do 
not think it is necessary for me here to lay stress upon the 
advantages of highway freight transport. Highway freight 
transport is in some respects competitive with, but not 
comparable to, rail transportation. It renders a flexible 
and personal, or individual, transportation service -- 
wholesale house to merchant, merchant to the consumer -- 
anywhere and everywhere; in fact express service at freight 
raves. This is a type of service which the railroads are 
not equipped to render and cannot furnish. We believe that 
development of highway transport generates new business for 
the railroads and takes away from the railroads less than 
carload shipments, which railroads have always contended 

in the past to be unprofitable :business. Highway trans- 
port quickens the whole system of distribution, cutting 
inventory costs as they do so, and givegsthe ultimate pro- 
fit to the consumer, the public, besides in countless ways 
adding to the comfort and convenience of modern life. 

We believe we have, if not the best, then equal 
to the best motor vehicle legislation in the Dominion, if 
not in America, but notwithstanding this fact, the licensed 
common carriers or public service vehicle operators and the 
licensed passenger bus operators are continually having 
inroads made upon their authorized business by what has 
become known as "gypsy" trucks and buses; by that is meant 


a great number of trucks and buses are operating as carriers 
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without having paid the required license fee, and what we 
need more than anything else is regulation and supervision 
and sufficient "teeth" put in our motor vehicle legislation 
to curb this "gypsy" element. 

It may be an unjust accusation, and we are not 
prepared to pass any opinion upon the truth of it, but there 
is persistent rumor to the effect that the private member 
of our provincial legislature to some extent interferes with 
the operation of the Act in so far as the granting of per- 
hice Ls concerned, It has been brought to the attention 
of our Association and its individual members on several 
occasions that truck owners in rural municipalities have at 
various times approached their local members of the legis- 
foGure = insisting that they obtain permits for a local 
resident to operate a public service vehicle over an organ-= 
ized route already perhaps overcrowded with public service 
vehicles and in several instances it is reported this pres- 


sure has been sufficient to result in an additional permit 


being granted where it was not needed. This brings us to 
one conclusion at least, that any supervision of trans- 
portation should be independent of and entirely separate 
from politics and legislatures. 

We could go on at great length extolling the vir- 
tues and benefits of automotive highway transportation but 
we feel quite sure that you, Mr. Chairman, and the members 
of this Commission, are quite alive to most of the salient 
facts and our sole purpose in appearing before you to-day 
is to express our view that some regulation is necessary, 
put whatever regulations are formulated, attention must be 
given to ‘the fact, in) the words of Mr. Thos. F. Woodlosk, a 


former member of tne interstate commerce commission of the 
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United States, that "the public is entitled to any and all 
forms of transportation which can justify themselves on 
grounds of efficiency and economy. It is not required to 
support any form which cannot justify itself in this way. 
To the extent that any existing form of transportation may 
prove to be either wholly or in part, uneconomical,ineffic- 
lent or unnecessary, it is the misfortune of those who have 
embarked their capital therein and not the fault of either 
the public or those who provide more economical and effi- 
clent means of rendering the service.’ 

The first test of motor transportation is the 
question of whether it can be justified on grounds of effi- 
ciency and economy. Toe ean.) “them tne public is entitled 
to its use and is not obligated to support any alternative 


form of transportation unless it desires to do so, 


Motor transport or highway transportation should 
not be strangled or throttled by regulations and here Mr. 
Woodlock says: 

"Regulations of rates, charges, and practices 
of public service utilities is required only when those 
utilities are supplied by monopolistic or semi-monopolis- 
tic organizations with exclusive or semi-exclusive rights 
of Occupancy “Of the tied. To Une extent theb a, ficid 
occupied by certain organizations is open tc competition 
at the hands of a new agency, the true policy is to relax 
the regulation of the original occupier so as to enable 
it to meet the competition of the newcomer, -- and not 
to attempt by regulation to suppress or hamper that new 
competition, so long as it is reasonably economical 
and efficient. The public is entitled to the benefits 


flowing from such competition, but it must be fair 
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competition. 

"tRegulation! as such is not a good thing in it- 
self, and is justifiable only under the principle of 
choosing the ‘lesser evil'. It should extend no 
further than is absolutely necessary for protection of 
public interest. Regulatory vodies are fertile breed- 
ing grounds for bureaucracy, than which there are few 
more evil things in a ‘democracy’ such as this country. 
Where powers to regulate are granted they should be 
most clearly defined and rigorously limited." 

The question of what reguiation there should be 
of the motor vehicle must be determined equally, not upon 
the: desires Of any one. group. co obtain control, bul rather 
upon the paramount test. of whether the public is receiving 
in full measure, the service which it desires. Only as any 
form of transportation meets these public issues, can it 
survive. 

in conclusion.we wish to gay that the owners and 
operators of highway transport are in favour of cooperation 
and coordination rather than restriction and unjust regulae 
tion and discrimination by way of excessive, license fees 
and discriminatory freight and passenger rates. We be- 
lieve that if the railroads would keep pace with the mod- 
ern trend of civilization and forget the Golden Age of the 
past, and onter the. field of competition fairly and equite 
ably with those interested in highway transport, that nei- 
ther they nor those interested in highway transport will 
suffers that there, is a fair profit for all and the pubiic, 
who use both systems, may decide for themselves which sys- 
tem they wish to employ. After 611 sib as tne. public oF aie 


consumer that pays and it is the public that will in the 
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long run determine which system of transport is to sur- 
vive. 

All of which, Mr. Chairman and gentlemen, is 
respectfully submitted by the Manitoba Truck and Bus Owners 
Association and the passenger bus operators in the province 
pna ‘on behalf of individual public service vehicle opera- 
tors in the province of Manitoba. 

COMMISSIONER LOREE: Are the bus companies on a 
dividend paying basis? 

MR. NOBLE; No sir, they are an organization of 
private individuals. 

COMMISSIONER LOREE: Making due allowance for 
the depreciation of their vehicles, and so forth, are they 
profitable, do. you think? 

MR. NOBLE: I would say so. 

COMMISSIONER LOREE: How about the truck associa- 


Toul 2 


iis NODLartine track 4's “on he "sane “basis s they 
are able to carry on with a reasonable profit. 

COMMISSIONER LOREE: And declare dividends? 

MR. NOBLE: And declare dividends. 

THE CHAIRMAN: Mr. Nursall. 

MR. WILLIAM NURSALL (One Big Union, Transcona 
Unit): Mr. Chairman and members of the Commission, on 
behalf of the Transcona Unit of the One Big Union, and more 
especially on behalf of eight men, members of that unit, who 
up to recently had been employed by the Canadian National 
Railways in the foundry at Transcona but have now been 
laid off owing to shortage of work, we would suggest to 
the Railway Commission that the two large railway systems 


could effectively economize if they would utilize the plant 
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they have and which is now inoperative or only operated to 
a small extent. 

We refer especially to the foundries; the 
Canadian National Railway's foundry at Transcona, and the 
Canadian Pacific Railway foundries at Ogden and Weston. 
While these foundries are not being operated to their full 
exuens Large quantities of castings in case iron, steel, 
brass and bronze are being purchased by the railways from 
cuvside firms. 

The Canadian National Railway foundry at Transcona 
is equipped with a battery of four coke-fired crucible fur- 
naces, and the other necessary apparatus for producing 
brass and bronze castings, but these stand idle and have 
never been put into operation since they were installed 
at the time the Transcona foundry was built. Brass and 
bronze castings are purchased from the North Western Brass 
Company in large quantities. 

The Transcona foundry employees have repeadly 
asked that they be given a chance to demonstrate that they 
can produce better and cheaper castings than are now being 
obtained. 

In the same plant are two large cupolas for melt- 
ing cast iron. Both of these have had to be bricked down 
to much less than their normal capacity on account of there 
not being sufficient work to keep them operated to. thew 
full extent. 

At the same time the Canadian National Railways 
are purchasing 15 tons of brake shoes per week from the 
Dominion Wheel and Foundry Company, St. Boniface, and 


other castings from the Vulcan Iron Works, Winnipeg, and 


- 569 - Mr. Nursall 
Mr. Clancy 


the Manitoba Steel Foundries at Selkirk. 

The foreman of the foundry at Transcona is on 
record as wanting to make the work now denied to that 
foundry, and has expressed the opinion that these castings 
can be made much cheaper in the railway shops. 

This opinion has been confirmed in every case 
where the railway foundry has been given a chance to come 
pete with outside firms. 

The foundry employees have asked through the 
cooperative committee in the plant to have this work placed 
in their hands, but have met with strong opposition from 
certain officials, 

None of the three foundries mentioned are operat- 
ing up to even twenty-five per cent of their capacity, and 
have not been doing so for a number of years. 

It'- is the general opinion of railway mechanics 
that if the lists of shareholders in the companies receiv- 
ing this railway work could be scrutinized it would provide 
a solution to the question: “Why does the railway plant 
stand idle when so much work is given to outside firms?" 

We request the Railway Commission to make an in-= 
vestigation into this matter. 

THE CHAIRMAN: Thank you, Mr. Nursall. Mr, 
Clancy? 

MR. JOHN CLANCY: Mr. Chairman and members of the 
Railway Commission, I want to say at the outset that the 
memorandum I have to present to the Commission is much in 
line with the last one presented, although I am represent- 
tae number of workers from coast to coast who are employed 
on these railroads. We present this material to the Com- 


mission in the earnest hope that it will bring about differ- 
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ent relations in the shops in which these men work, and 
possible provide more employment. With your permission, 
sir, It will read this memorandum: 

On behalf of the Winnipeg Central Labour Council 
of the One Big Union we desire to place before this Com- 
Mission a matter whien will, in our opinion, neip to 
bring about economies in the operation of the railroads. 

At the present time the Canadian Pacific Railway 
has two foundries in western Canada, one at Calgary and 
one at Winnipeg, while the Canadian National Railways have 
one foundry at Transcona,. 

These foundrtes are fully equipped and capable of 
handling all the requirements of the roads, yet are only 
being operated to a very nanneed extent, while at the 
same time large quantities of castings in cast iron, 
Steci, brass and (bronze are Deing purchased by the raile= 
roads from outside contract .fLirme. 

We feel this is a matter which should receive 
the serious attention of this Commission, especially the 
situation at Transcona, because the C.N.R. foundry at 
Transcona is equipped with a battery of four coke-fired 
crucible furnaces and the other necessary equipment for 
producing brass and bronze castings; yet this equipment 
has stood idle ever since it Was installed, while large 
quantities of castings are purchased from an outside 
firm -- the North Western Brass Company. 

In spite of the repeated requests of the Trans- 
cona employees that they be given an opportunity to de- 
monstrate that they can produce better and cheaper cast- 
ings, nothing has been done, 


In this same foundry at Transcona are two large 
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found in a scrutiny of the shareholders of the various 
contract firms which are doing the work to-day while the 
railroads! own plants stand practically idle. 

We therefore hope the Commission will make a 

thorough investigation into this matter. 

Wot Leave ni eewinh arog y) Mir, Chairman, in 
the hope that it will assist you in your investigation. 

MR. WILLIAM C, PRITCHARD: Mr. Chairman and 
members of the Commission, you have an important teat be- 
fore you in considering matters of railway transportation. 
Motor vehicles cannot be depended upon to meet all the 
needs of modern bransportation: you can put twenty or thir- 
ty families on a railway car but you cannot do it with a 
truck. Now, I have spent much time at Churchill and I 
know something of that north country and 1ts’ possibilities. 
You can buy timber in that country of a sige that you can- 
not get anywhere else the same distance from Winnives. Es 
am here simply to suggest to you the desirability of -putide 
ing two hundred miles of railway -- these are engineers! 
figures -- from Gypsuniville to the south corner of the 
Mita tion imine. Gt ls a feasible proposition, it would 
make a great saving, and as I say, the figures are based 
on engineers! estimates. I have simply come here because 
this is my native land and I want to see it prosper. 

THE SECRETARY: There are submissions in writing 
from the Western Canada Fuel Association: from Mr. EB. J. 
Reynolds, of Winnipeg -- a study of.grain transportation, 
and from Mr. W. H. Sharpe, of 500 Kensington Building, 
Winnipeg, on certain proposals as to coordination of ser- 


vices. These will be filed with the Commission. 
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A further submission has just now deen filed by 
Mr. A. R. Ivey, being a memorandum from the Retail Mer- 
chants Association, Manitoba Branch, of which Mr, Ivey is 
Secretary, 

MR. JOHN QUEEN, M.P.P.: Mr. Chairman and members 


of the Commission, I just want to make one or two observa- 


tLons:. One cannot consider the ae the railways are 
in without at the same time giving some eonsideration to 
what has brought them to that DOSition. In other words, 
yOu have to give some consideration to the dilenma that the 
PSople of Canada are in, We are faced with this position 
eof less business on the railroads, less trade being dene, 
because of want of purcaasing power on the part of the 
people generally -- goods sufficiens: people with their 
needs umsatisfied and unable to Satisfy them because of she 
fact that wages are an ever-declining factor in our pre sent 
economy. So that when we take that into considsration we 
ought to ask the railway companies what they are trying to 
do to help themselves, In face of that want of purchas- 
ing power we find the railroad employees confronted to-day 
with a ten por cent reduction in wages; in other words the 
very thing we are suffering from tis going to be made more 
acute. It will mean a further restriction of purchasing 
Power, and that will mean less business and less revenue 
for the rail.way comvanics. 


+ 


here is another feature that I want you to pey 


Some attention to »- my remarke are sonewhat Temp lings 
had not inteindcdto speak when 2 came up this morning. there 


was a time wmen the railway compenies in this country were 


prosperous. They were making huge dividends. ~hose were 
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not returned to the people of Canada, but a lot of melon- 


Slicing went on in those days -- stock was handed out, 


presents of stock given away, something that the railway 
companies could pay a dividend on in the years to come, 
and they have not made their rate of dividend appear too 
high. And now, when a period of reduced revenues faces 
them, instead of squeezing the water out of their stock 
the first thing they do is to reduce the wages of the men 
employed there; and they are still attempting to pay divi- 
dends on capital that never was invested in these corpora 
tions. That is something that I think should receive 
your serious consideration -- the amount of stock that was 
handed away in those prosperous years, on which extra divi- 
dends could be paid. atv the present: time we are stili 
trying to pay that, with the result that the dilemma in 
which the people of Canada find themselves through re- 
stricted purchasing power is made even more serious. 

I want to say further that I hope you gentlemen 
will not be guided so much by maintaining di vidend-paying 
institutions as by consideration for the economic welfare 
of the people of Canada, I thank you. 

THE CHAIRMAN: We shall be glad to hear any other 
gentlemen who have representations or statements to make 
with regard to the matters before us for consideration. 

If there is nothing further the Commission will 
adjourn. 


The Commission adjourned at 11.30 a.m. 
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ROYAL COMMISSION ON RAILWAYS AND TRANSPORTATION 


The Royal Commission appointed to inquire into 
the whole problem of transportation in Canada, parti- 
cularly in relation to railways, shipping and communi- 
cation facilities therein, having regard to present 
conditions and the probable future developments of 
the country, met at the Parliament Buildings, Winnipeg, 
on Saturday, December 19, 1931. 


PRESENT: 
RIGHT HON. DYMAN POORE) DURF, B.C. , Chairman 
BEAUDRY LEMAN, lsq., 
Commissioners 


LEONOR FRESNEL EORED, Réq., 


t) 


WALTER CHARLES MURRAY, isq., 


JOHN CLARENCE WEBSTER, Esq., 


Arthur Moxon, Bsq., K.C., Secretary 


George W. Yates, Esq., Assistant Secretary 


executive Council 
Hon. John Bracken, Premier, 


Hone A. Prefontaine, Minister of Agriculture and 
Immigration; Railway Commissioner, 


Hone KR. A. Hoey, Minister of Education, 
Hon. W. J. Major, Attorney General, 


Hone E. W. Montgomery, Minister of Health and Public 
Welfare, 

Hon. DB. Ge McKenzie, Minister of Mines and Natural 
Resources, 


Mr. We. Re Cottingham, K.C., Chairman, Municipal and 
Public Utility Board. 
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Parliament Buildings, Winnipeg, 


Saturday, December 19, 1931. 


MORNING SESSION 


The Commission met at 10.00 a.m. 


HON. JOHN BRACKEN(Premier): Mr. Chairman, Mr. Major, 
our Attorney General, has prepared a memorandum of the 
government's views, and I will ask him to present it to 
the Commission. 

THE CHAIRMAN: Yes, Mr. Attomey General. 

HON. We J. MAJOR(Attorney General): Mr. Chairman 
and members of the Commission, we have prepared a memoran- 
dum dealing with some twenty-five or twenty-six points, 
with certain comments attached. After I have read the 
memorandum discussion might follow on the points raised. 

I may add that Mr. WR Cottingham, Chairman of the Muni- 
cipal and Public Utility Board, will be here within the 
next half hour to discuss with you any points arising on 
the question of motor truck traffic. 

TH) CHAIRMAN: Yes. 

HON. Mr. MAJOR: The government of Manitoba recognizes 
the present difficulties of the Canadian railways, and 
desires to cooperate in meeting the sitution created by 
the period of depression. 

ae It is assumed that the Commission does not in- 
tend to consider any question of rates. If this Question 
is to be gone into the government desires ample notice and 
Opportunity to present its views, and to answer all 
representations oy other interests as to rates affecting 
Manitoba. 


TH. CHAIRMAN: We ere not a rate making body, 
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Mr. Attorney General. On the Other hand suggestions have 
been made that the broper remedy is an increase of rates, 
and on that broad question we shall be very glad to hear 
anything you have to say. 

HON. MR. MAJOR: If there is any necd for presentation 
of a memorandum regarding rates, I take it that wo Shall be 
given an Opportunity of doing so at a lator date. 

THE CHAIRMAN: Yes. 

HON. MR. MAJOR: There appears to be four phases of 
the problem under consideration by the Commission: 

A- The immediate problem of the economics necessary 
during the present depression; 

B- The general principle of amalgamation and the 
involved issue of public ownership; 

C- The special vroblems relating to the Canadian 
National and Canadian Pacific railways; and, 

D- The: problem of the competition of motor transport. 

Present Economics, 

4. The government of Menitobe is of opinion thot 
the present situation Should be dealt with as a problem by 
itself and necessary economics Sffccted, but it does not 
believe thet any permanent policy should be based upon pre- 
sent conditions. 

While the depression through which this country, in 
common with almost all the WORE | es passing at the present 
time is more wide-spread and in somo respects more scvere 
than previous deoressions, yet it is in its causes and 
effects very similer to previous dcoressions which this and 


other countrics have Gxperienced, During the) past. 20 years 
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depressions there have »¢en many demends for drastic action 
dictated by a spirit of panic, but as the respective de-~ 
pressions have passed away these demands are forgotten. 


Western Canada has been built up by the confidence of those 


who had faith in the country, in spite of many obvious 
difficulties and disadvanteges and in the face of constant 
attacks from those who had not faith in the country. There 
are many reasons for believing that within the next year 
there will be considerable improvement. The government of 
Mani.toba has every confidence in the future of western 
Canada and therefore believes that public policy should be 
determined by views of long term interests rather taan by 
those of the immediate period. 

Oo» The measures of economy which should be taken 
at the present time should be determined upon the same 
principles as those which must govern the policies of 
governments and industrial concerns, viz. such reductions 
in services and expenditures as are necessary to balance 
budgets, bearing in mind, however, the dangers of the con- 
tinuing effects of economies and the cumulative effects on 
the railways and on the country of reduced employment and 
wages. 

6. The injury suffered by all interests from Lares le 
reduced railway services and expenditures is so great that 
they should only be resorted to after ell possible reduc- 
tions in costs and profits have been pus anto effect. 

7e The fact that the C.sP-Re has hed to reduce its 
dividends has undoubtedly caused difficulty for some of 
its shareholders, but the position of the shereholders of 
thet company:-is much better than that of the great majority 


of the farmers and business men of Manitoba, most of whom 
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are being compelled under present conditions to draw upon 
reserves, if they have any, to meet living expenses, or to 
go in debt if they have no reserves. 

8. It is most regrettable that the government of 
Canada in its capacity as the owner of the C.N.Re should 
have to suffer heavy losses on the operation of its property 
but it does not in that respect differ from many of the 
strongest and best managed companies in western Canada. 

A statement recently published by the Financial Post 
Shows that 102 Canadian companies have passed their divi- 
dends during 1951. Of these dividends, 58 were on prefer- 
ence stock, so that the common stock dividends must have 
been passed previously. In addition, 49 companies reduced 
EheLr dividends. 

9. The railway companies, whether privately or 
publicly owned, are not entitled to relief from the effects 
of the present depression at the expense of other sections 
of the community whose difficulties and losses are already 
in most cases greater than those of the railways. 

The owners of both railways must be prepared to draw 
upon reserves in times like these. Economies may become 
very costly in the long run if carried too far. The inter- 
ests of the country and of the railways are so intertwined 
that the railways must have regard for the effects of their 
policies in reference to employment and wages as affecting 
the country, and ee reaction of adverse conditions, upon 
themselves. The government of Canada and the Canadian 
Pacific Railways are the two strongest institutions, finan- 
cially, in the country, and must assume corresponding re-~ 
sponsibilities. 


LO. The farmers of western Canada who are the 
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principal source of the wealth of these provinces have 
suffered losses fer greater than those of any of the inter- 
ests affected by the losses in connection with the railways, 
and are now carrying on at prices below the cost of pro- 
duction. 

The Monthly Bulletin of Agricultural Statistics for 
March, 1931, published by the Dominion Bureau of Statistics, 
estimates the gross annual agricultural revenue of Canada, 
of Manitoba and of the three prairie provinces combined, 
as follows: 


Manitoba 


Canada Prairie Provinces 
1924 1,494,000,000 165,000,000 654,000,000 
1925 109,000,000 127 4000,,000 iG O00. OOO 
1926 144 C00, 000 146,000,000 165,000,000 
1927 Te eep e000, 000 12,000), 000 864,000 ,000 
1928 1,806,000 , 000 155,000, 000 845,000,000 
L929 Doo Le Ooo. s00U) LEmigVOU , 000 642,000,000 
1930 16240 ,000', 0G0 85 , 000 , 000 414,000 ,O00 


The same report estimates that the net agricultural revenue 
of Canada from field crops, after proper deductions, was 
$320,000,000 in 1930, compared with $1,044,000,000 in 
D929" 

The same bulletin gives a comparative statement of 
agricultural. prices: Ipom L909 to. 1950, taking 1O1o eae 
basis equalling 100, giving figures for Canada as a whole 


ena, LO ac. ol ene Drovincess 


Canada Manitoba Prairie Provinces 
1924 146.9 ey ees 158.4 
Woe 146.6 146.5 148.8 
1926 143.6 143.65 L210 
1927 1O6~.5 EOS eer 140.4 
1928 bias UPS UE SPS, TS ae 
1929 his) OP: . 160.5 On aes 
1930 80.8 64.6 59.5 


ihe ‘same bulletin sives tables, for the area, yield, 
Quality and value of principal field crops in Canada for 
the years 1925 to 1950, and also figures for each province. 


For Manitoba the figures as to price for the most important 
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crops are as follows: 


Average, 1925-1929 1930 ahs Fo 
Wheat per bush. $1.06 Pari 041 
Cae. M Pes) vel »19 
Barley" ? 54 ras Ly, wed 
Potatoes per cwt. deo ed «65 40 
Butter ae ae Wo 256 229 saa 


lle The business interests of Manitoba suffer from 
the same causes. Their primary market depends on the buying 
power of the farmers. Consequently there is not only a: ver? 
large amount of unemployment but almost every business is 
so curtailed as to be profitless. 

ieee The sovernment ot Mani topasis, therefore, 
Opposed to such reductions: of rablway services! and employ= 
meno es wilt -ehart the losses »now: being domme by" the: reiisa 
way companies on to other classes which already are bear- 
ing greater burdens. 

General Principles 

13... The government of Manitoba is opposed to any 
form of amalgamation of the railway systems. It is un- 
Qualifiedly opposed to any monopoly that is not entirely 
controlled by the government. , In the present circumstances 
it does not favour a government monopoly of the railways. 

ihe, policy of taking over the bankrupt railways by 
the government of Canada was inaugurated in 1917 under the 
premiership of Sir Robert Borden. It was continued and 
developed under his successor, Mr. Meighen. In 19¢2 the 
new government under the premiership of Mr. King had 
occasion to reconsider the whole problem free from the in-~ 
fluence of previous commitments. The result was the adopt- 
ion of the same policy and its further development. The 
present Prime Minister in his declarations of policy in 


1930 was most emphatic in his opposition to amalgamation of 
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the railways. The policy cf ownership and operation of 


the National railways by the Government independently of 


and in competition with the Canadian Pacific is therefore 
endorsed by all political parties and by all the Govern- 
ments which have been in office since the question arose. 

The same problem wes consicered by the Acworth 
Gommission in 1917. The majority report analyzed at length 
the conditions of the three chief railways then existing, 
deprecated the control of the Grand Trunk and Canadian 
Northern passing entirely into the hands of the Canadian 
Fecitic or /the: conbrol of ali three passing anvo (bhe hands 
of the Government, opposed the management of these vailways 
as a whole being vested in any single private corporation, 
and recommended that the Canadian Northern, Grand Trunk, 
Grand Trunk Pacific, National Transcontinental and Inter- 
colonial be transferred to a Dominion railway company. 

The same position was endorsed by Mr. EH. W. Beatty, 
President of the Canadian Pacific Railway. Speaking in 
Toronto on March 15, 1920, Mr. Beatty said that there was 
room for two great railway organizations in Canada, and 
declared that "both on national and selfish grounds the 
success of the Canadian Natioual Railways is desirable 
from the viewpoint of the Canadian Pacific Railway," and 
proclaimed the issue as between publicly and privately 
owned railway systems to be no longer effective or necess~ 
ary. 

14, On the contrary, the Government of Manitoba 
believes that the best interests of the whole country will 
be served by the continuance of the present position, with 
two highly organized and most efficient systems covering 


every province aid actively competing. Any savings that 
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could be made by amalgamation would be much more than offset 
by the evils of monopoly, whether Government monopoly or 
private monopoly. 

The country has in recent years enjoyed the most 
efficient and satisfactory railway service in its history. 
The competition between the staffs of the two railway sys- 
tems has improved the service in every way and has raised 
the standards of business efficiency in the country at large. 
It has always been recognized that competition involves dupli- 
cation and waste, but this whole continent has been built up 
on the belief that the wastes of competitive enterprises 
were less harmful than the evils of monopoly. Competition 
has always been considered the life of trade, and the con-= 
stant competition of two fairly equal railways has undoubt- 
edly promoted the trade and industry of Canada. 

The most authoritative proposal for joint control of 
the railways in Canada was that presented by a committee of 
the Senate in June, 1920. This committee recommended that 
the two railway systems should be merged for the purposes of 
administration and operation, under a board of directors of 
whom five would be named, by the C.P.R., five by the Govern-= 
ment and five additional chosen by these ten, the last five 
to hold office for ten years. It further recommended 
that the C.P.R. be guaranteed an agreed dividend on its 
gtock and in the event of a surplus after this dividend, 
dividend at the same rate to be paid by the Government on 
a capitalization to be placed on the National Railways from 
the point of view of earning capacity. 

This report received very little support and very 
much opposition in the country and was never seriously 


considered by either the government or the parliamentary 
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opposition at that time. 

It is noteworthy that the committee expressly con- 
fined its inquiry to "ascertaining from business and railway 
experts the, best means) to relieve the country of its heavy 
annual reilway deficits", and also that no record was kept 
and no information given to the public of the evidence heard 
by the committee. 

One of the most favourable comments on this report 
was made by Sir Joseph Flavelle in September, 1925, when he 
said: 

"Tf Parliament were to accep) the senate, solution 

of the railway problem and put it in force, unquestion- 
ably there would be an early reduction and ultimate 
elimination of yearly deficits, and an important 
decrease in annual capital expenditure. Its penalty 
would be found in the unavoidable deterioration in 
quality of service and in the interpretation of public 
requirements by a monopoly." 

15. The losses now being suffered by the Canadian 
National arise mainly from the operation of uneconomic sec- 
CLlOnSs, Which are im eastern Canada and British Columbia. 
This loss can only be avoided by closing up those sections 
and leaving the adjacent areas without railway service. 
Amalgamation cannot bring any relief from these losses 
unless unprofitable and parallel lines are closed. An 
examination in detail of the lines that would be closed by 
guch a policy will show its impossibility. 

An examination of the competing and uneconomic lines 
shows the following as the most conspicuous ones and the ones 
which would have to be eliminated if any such policy were 


saopted: ta) Hither the former National Transcontinental line 
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from Superior Junction to Quebec City or the former Canadian 
Northern line from Port Arthur to Parry Sound; (b) Either the 
National Transcontinental line or the Intercolonial line from 
Quebec City to New Brunswick; (¢) Either the line from Mount 
Robson to Vancouver or the line from Mount Robson to Prince 
Rupert; and, (d) Two of the four lines between Montreal and 
Ottawa; and (ce) One of the two C.P.R. lines between Montreal 
and Toronto. 

It is to benoted that none of these outstanding 
cases of uneconomic lines are in the province of Manitoba. 
Lp as true) thet Meni Tove. nasa Wiech rariway mi teage in. prde 
POLULON TO, POMUIA eon. Bub this 2s due To the Tact. that 
Winnipeg is.a centre from which radiate raziway lines in ace 
directions and that some of the lines in Manitoba exist 
primarily tori lone distance trariic. 

Professor W. T. Jackman, in his "Economics of Trans- 
portation", points out that large economies may be effected 
by the amalgamation of railways that are complementary to 
each other but that very Tat tie economy can be effected by 
the amalgamation of railways which have been built for pur- 
poses of competition. 

The heads of the railways have recognized that there 
are distinct limits to the economies that can be effected 
by cooperation. Speaking in Toronto in September, 19%, 
Mr. Beatty warned Canadians not to be deceived by soothing 
words such as ‘cooperation! and 'coordination!, which had a 
very indefinite meaning to most people and were apt to give 
grounds for expectations not possible of realization. No 
one appreciated more acutely than the railways themselves 
the limited extent to which economies could be effected 


through so called cooperation. 
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16. None of the proposals now under consideration 
in the United States for consolidation of the railways con- 
templates monopoly in any part of the country. 

The Transportation Act passed by Congress in 1920 
provided for the amalgamation of the railways of the United 
States into large systems and directed the Interstate Com- 
merce Commission to work out plans to this end. By direc- 
tion of the Commission, Professor Irving Fisher -- 

COMMISSIONER LOREE:; Professor Ripley of Harvard. 

HON. MR. MAJOR: Thanks for the correction. By 
direction of the Commission, Professor Ripley worked out a 
plan of consolidation which would have consolidated the 
COO Tailways intouslieysteme , The Interstate Commerce 
Commission accepted this report in the main but made further 
consolidations which reduced the number of systems too, 
Owing to the many difficulties involved, these consolida- 
tions have not been carried into effect, but the principal 
railway companies have recently submitted proposals which 
are now under consideration for the amalgamation of all the 
railways between Chicago and St. Louis and the Atlantic 
into four systems. lt is most noteworthy that none of 
these plans contemplates unification at any point. In every 
plan provision is made for four or five competing and fair- 
ly equal systems and for at least two competing systems in 
Svery centre of) population. Similarly, the plans for con} 
solidation of the railways between the Mississippi and the 
Pacific Coast all provide for the maintenance of at least 
two competing roads in the northern area, two in the central 
area, and two in the southern area. 

17. The zone system in use on the continent and, in 


part, in England,is quite inapplicable to the conditions in 
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Canada and could not be operated successfully here. 

The zone system is inapplicable to Canada for the 
reason that any railway must be transcontinental if it is 
to compete successfully. There is not, as in England and 
France, any one centre towards which all traffic is direct= 
ed. Further, the standards of public administration are 
not 2s nigh on this continent: nor vis there rues like 
tie game concentration of izovernmental control. 

18 6 The Government of Manitoba, while favourable 
bo the principle of public/ownership, does not believe in 
applying that principle without discrimination. It be- 
hieves that the best intercsts of the country at the pre= 
sent time will be served by continuing the operation of 
the National system as a Government enterprise and of the 
Canadian Pacitsc 83.8 private company. in that way the 
people of Canade wall gain the experience in the conduct ram 
business which is necessary before the ultimate operation 
of all railways by the state can be made successful. 

The province of Manitoba has had considerable ex- 
perience in the operation of publicly owned utilities and 
in competition between private and public utilities. bie! 
the city of Winnipeg and suburbs there is an extensive 
hydro-electric system owned and operated by the city in 
active competition with a similar system owned and operated 
by the Winnipeg Electric Company. The province owns and 
operates the telephone system. The Government is also 
rapidly developing a hydro electric distributing system 
throughout the province. At the same time, the Govern- 
ment has declined to enter into public ownership enter- 
prises where the circumstances did not seem to be favour- 


able. 
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It has to be remembered that the Canadian National 
system was not taken up by the Government of Canada because 
of belief in public ownership but because of necessity forced 
upon the country by the failure of privately owned companies. 
The situation was very clearly expressed by Sir Joseph Fla- 
velle in an open letter to the then Prime Minister in Aueneeal 
1921, in which he reviewed the conditions facing the National 
Railways and submitted proposais for a financial reorganiza- 
SL0n. In reference to this point he said: 

"As matters now stand, practically all the steam 
Pallweys in Canada, other) than the ‘Canadian Pacific, are 
in the Canadian National System. Hence, there is the 
anomaly of 40 per cent of the railways being owned and 
operated by private capital and 60 per cent owned and 
operated on behalf of the people of Canada. This dis- 
Cinetion in ownership was not planned. It was occas- 
tioned through the breakdown of a scheme of railway con- 
struction and operation authorized by Parliament and 
carried out under private ownership. Troubles develop- 
ad beyond the control of the private corporations, and 
Parliament, confronted with the necessity of choosing be- 
tween undesirable alternatives, considered it advisable 
that the Government should take over the properties 
Which were ine detanit. Hence the Canadian Pacific Rail- 
way Company and the country are confronted with the fact, 
not the theory, of public ownership of railways upon a 
great scale, and these publicly owned properties must be 
operated on behalf of the people of Canada." 

The supporters of the government policy in Parlia- 

ment and the country did not during these years say very 


much about the principles of nationalization, or argue as to 
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DieorLe s. Of pupice. versus private ownership, or deal at 
length with the experiences of other countries, They 
assumed that public opinion in Canada favoured the principle, 
that events were making its application imperative, and that 
national development would make the experiment in the end a 
prosperous, one for the reiiweays and the people. 

he, Should be remembered, that outside of the United 
States more than half of the railway mileage of the world is 
state owned. Of a total mixkeage of 521,815 miles outside 
Opens United Steves, 291.887 ore stave owned. 

19. I1t has been clearly demonstrated in the past 
thatthe wrairie provinces provide the most profitetie trai 
fic which the railways receive and that when the West pro- 
duces a large crop the railways are prosperous,and vice 
versa. What has caused the present difficulty is the in- 
ability of the West to find markets for its products. if 
this problem is solved there will be no railway problem. 

In March, 1922, counsel for the western provinces 
in the equalized rates case presented evicence showing 
that during the preceding fifteen years the C.P.R. had 
earned net on its business in western Canada, $405 ,000,000, 
a aim surpicient uO pay abicits fixed, charges) and ell ive 
dividends less $20,000,000. 

The profits of the railways are derived largely 
from the handling of the western grain crop in the last 
three months of the year. The Gipne trattic in’ the faa2 
of 1929 as compared with 1928 reduced the net earnings of 
the C.N.R. by $17,000,000. During 1926-1928, from 40 to 
45 per cent of the net revenues were earned in the last 
three months of each year and only 25 per cent of- operating 


expenses incurred, but in 1929 owing to the small crop only 
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oU per cent of. the net revenues w8S carned in the last 
three months. in 1922 the net revenue from the three 
months was $19,000,000 compared with $14,500,000 in Agzl, 
The traffic density increased 19 per cent, the average 
length of haul 7 per cent, while the average operating ex- 
penses‘per train mile were cut 13 per cent. 

There are about 270,000 farmers in the prairie 
provinces, In a poor year they produce about 270,000,000 
bushels of wheat. In a good year they have produced 
940,000,000 bushels of wheat and bushels of other grain 
having a value of over $850,000,000. It is evident that 
even with the present population the West can provide the 
railways with all the traffic necessary provided public 
policies are pursued which secure profitable markets for 
Our DrOduGL.s:s 

20. The whole situation will right itself within 
a few years. Railway construction proceeded too far ahead 
of traffic and population, but with the growth of Canada 
there will come an amount of traffic which will make all of 
Che. rar lway linessproriveabie. Between 1924 and 1929 there 
was a growth which altered the situation greatly and en- 
abled the Canadian National to pay both operating expenses 
and interest. A revival of trade will make our railways 
prosperous again without resort to any radical changes. 
Without such a revival no measures of reorganization will 
be of any avail. The cost of carrying these roads during 
and since the war is a direct consequence of the war and 
should be treated as an addition to the war debt. 

The core of the difficulty in which the railways of 
Canada now find themselves lies in the fact that the rail- 


ways were developed in advance of population and before 
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traffic had or could have developed to an extent necessary 
Fo the proritabpie operation of the railways. The obvious 
consequence is that until the country has a larger population 
and larger traffic losses cannot be avoided. The situation 
was well expressed by Sir Joseph Flavelle in the open letter 
referred to already: | 
"The railways in Canada have been developed in 
advance of the requirements of the country. The remedy 
cannot be found in now materially reducing the miles of 
railway operated, although economies in this respect will 
be made if sound practice prevails. Apart from better 
operating conditions incident to consolidation of the 
National lines in one system, the chief remedy will be 
found only in increased population, and consequent in- 
creased tonnage of commodities for movement by the rail- 
ways, and increased passenger, express and other revene~ 
ues. Canada must secure this increase through settlers 
who will occupy the unoccupied lands in the West." 
The Acworth Commission stressed the fact that the 
railway mileage of Canada had far outstripped the growth 
of the population and the available traffic and that the 
eight systems involved in the report had received from 
Government subsidies, from sale of lands, from loans, in- 
vestments or guarantees, a total of $968,000,000. A strik- 
ing illustration of the over building of railways is con- 
tained in a statement made in 1916 by Hon. Jd. A.» Calder, 
then Acting Premier of Saskatchewan: 
"During the twenty-two years ending 1900 there was 
constructed in what is now the province of Saskatchewan 
i.ooe Miles of Dal iwa y's In just half that time -- 


1905 to 1915 -- over 4,550 miles of railway had been 
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built. When Saskatchewan was created a province in 1905 
it possessed one mile of railroad for every 161 inhabit- 
ants. To-day there exists one mile of railroad for every 
116 people. Viewed from a different angle, the situation 
is that while the population grew enormously and almost 
trebled itself, still the railway mileage more than kept 
pace and increased fourfold in the same length of time. 

On the average more than one mile of railway has been 
built each day in Saskatchewan during the eleven years 
that the Government has been in office, Sundays and holi- 
days included." 

In further discussion of this point Sir Joseph Fla- 

velle made the following comment: 

"Tn the interval between the present alarming losses 
in operation and fixed charges and the ultimate successful 
operation of the properties, the patience of all concerned 
will be severely taxed. it should be accepted that the 
conditions responsible for the present and anticipated 
unfavourable results cannot be remedied in short :order 
through the administrative genius of a superman. They 
are inherent, end widt, for years, register *dlsapposte 
ment and loss. They will yield only to the patient and 
capable administration that develops power and efficiency, 
supported by increased tonnage made available through 
increased population. 

"There igs no burden which the Canadian people are 
called upon to bear that should occasion fear. The 
abundant resources of the country and the character of the 
people will enable the country to meet every obligation. 
There will be periods of readjustment when anxiety and 


concern will be present, but these will always pass. 
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When the construction of the Canadian Pacific Railway was 
proposed there were leaders in Parliament who sincerely 
thought the enterprise was doomed to failure. Within 
thirty years men whose opinion upon financial matters 
was considered authoritative predicted the Canadian 
Pacific would pay no more dividends. We will have an 
uncomfortable time for years with this publicly owned 
property, but we need not give way to fear if we retain 
patience and balance, and afford a publicly owned pro- 
perty, developed before its time but with unlimited 
credit, an administration operating under conditions 
reasonably corresponding to those present in success- 
fully operated private properties." 

Speaking in Toronto two months later he said: 

"No superman can give an organization and no super 
company can supply an organization that will save the 
situation for some years to come from important cash 
losses. As to the railway problem in general, it 
might be settled in 20 years and a great property realiz- 
ed, but only after some hundreds of millions had been 
Lost. The losses can be met in two ways, by taxa- 
tion or by earnings. You can have earnings only if 
you have business and business well done. The. only 
remedy for this situation is more people, greater pro- 
duction, greater tonnage, more passengers." 

Mr. E. W. Beatty has again and again expressed the 
same opinion. Speaking in Montreal on March 20, 1921, Mr. 
Beatty declared that without immigration the prospects of 
the National lines, in his opinion, were hopeless, and any 


legislation which would stem the tide of desirable immi- 
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gration must inevitably pile up further deficits. tt 
was, he said, an aggressive propaganda of this kind that 
Hed Guat ip ebhe: CSP aRS 

"The gates of Canada should be opened once more, 
not only to the British, French and American immigrant, 
but also to the Scandinavian and the more desirable 
type of continental.” 

Speaking at Montreal on April 28, 1922, Mr. Beatty 

said: 

"Canada needs immigration, and when I say immigra- 
tion I mean immigration of capital as well as men... 
It is probably more necessary now than ever that en- 
couragement to this free flow of capital and men should 
be given as never before. Canada's burdens are heavy 
considering our liquid resources and our relatively 
sparse population. These can be improved, the first 
by a es Wore and scrupulous regard for honest capital 
investment, and the second by a careful selection and 
wise propaganda.” 

Speaking at Vancouver Mr. Beatty referred to the 
national debt and the need of utilization of the natural 
resources, Co; mect,the burden of taxation. 

"In my opinion this constitutes perhaps the most 
vital question confronting Canadians to-day. We have 
huge railway systems which can only be maintained by 
traffic, and. increased traffic can only be secured 
by agricultural expansion in the West, the proper 
utilization of our resources in mines and timber, and 
consequent industrial expansion in the East." 

He added that the C.P.R. had itself expended since incor- 


poration a total of $68,000,000 upon matters touching upon 


See Oat], 


- 594a- Mr. Major 


national colonization and settlement. 

Speaking in Toronto on September 9, 1925, Mr. 
Beatty declared that the only safe and certain cure for 
the Dominion's railway troubles lay in the country's 
industrial and agricultural development. 

Speaking in Winnipeg in November, 1925, Mr. Beatty 
discussed the question of immigration and declare@ that 
$50,000,000 a year would not be too much for Canada to 
spend in peoplinge the: country. 

The experience of the last ten years has demon- 
strated the truth of the above views. Then the popula- 
tion “and production of the country advanced, the traffic 
and earnings of both railway systems advanced likewise, 
and their financial difficulties were slight. When the 
country ceased to advance the railways suffered the inevit- 
able consequence. The record of the Canadian National 
CONSELCULE Sa. Sturiming bilhustration of / this truth. In 
1920 the railways now combined in the Canadian National 
system had a net operating deficit of $34,500,000 and 
in 1921 of $11,800,000. In 1922 this had been trans-~ 
formed into a net operating surplus of $2,800,000, and 
in subsequent years this operating surplus grew until it 
reached $54,000,000 in 1928. With the stoppage of ex- 
pansion this operating surplus has disappeared. 

The traffic, earnings and profits of the railways 
have followed closely and been largely determined by the 
amount of the western grain crop. LG os (Lira we to 
make exact sauseniteons: because railway statistics are 
for calendar years and grain statistics for a year 
ending July 5lst. Further, the proportion of the crop 


moved before the end of the calendar year varies con= 


-~ 595 - Mr. Major 


siderably. But the following figures will show a parallel 
course of railway revenues and the wheat crop. 

In the years 1925 to 1929 the net operating revenues 
of the Canadian National were $32,000,000, $46,000,000, 
$41,000,000, $54,000,000 and $41,000,000. This may be 
compared with the wheat crop, which en 1924 to 1929 was 
262,000,000 bushels, 395,000,000 bushels, 407,000,000 
bushels, 479,000,000 bushels, 566,000,000 and 299,000,000 
bushels. The wheat inspected in the western division in 
the crop year 1924-25 was 214,000,000 bushels, and in the 
succeeding years 552,000,000, 336,000,000, 397,000,000 
and 466,000,000 bushels. 

pala The success of the railway systems depends 
upon the development of the natural resources of Canada, 
and only by such development will it be possibile to make 
the Nee profitable, in view of the premature develop- 
ment of raLilweay services, The Government of Manitoba 
has every confidence that another period of development 
Wild vsolve. the railway problem and that the resources oF 
the country ave ,more sunem amble for. the, success of -poth 
railway systems. 

That the resources of Canada are very far from ade- 
quate development may be seen from the following illus- 
tration (Canada Year Book, 1951) 

The area of occupied farm lands in Canada, accord- 
ing to the census of 1921, was 140,000,000 acres, out of a 
total available area of 358,000,000 acres. In Manitoba 
14,000,000 acres are occupied, out of 24,000,000 available; 
and in Alberta 29,000,000 acres out of 67,000,000 avadi= 
able. 


The installed water power now amounts to 6,125,000 
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horse power; the power available, at minimum flow, 
20,300,000 horse power, at ordinary six months flow 
55,600,000 horse power, and at possible flow, 43,000,000 
horse power. 

The resources in minerals, oll, coal, timber and 
other natural products, while not capable of an exact 
measurement, are such as to give every reason for confid- 
ence that these resources are also capable of greatly en- 
larging the wealth and trade of the country and conse- 
quently the earning power of the railways. 

coe tt is essential that the Canadian National 
system should be kept free from political interference and 
also that it should be defended from the constant criticism 
of unfriendly sources actuated by dislike of public owner- 
ship or by interested motives. This position was well 
expressed by Sir Joseph Flavelle in the letter previously 
quoted: 

| "Tt should be remembered that ownership by the 
public establishes no exemption from conditions inseper-= 
able from successful business administration, No great 
business can survive wif \ituie the constant. target yor 
unfavourable comment, and if the management is subject 
to sustained critical and unfriendly examination. 
Will Parliament, the press and the public generally 
afford to the administration of the National HKeilways 
support which will permit administrative capacity of 
high order, or will the inevitable heavy losses for 
years cause unrest and distrust, or will the errors 
of judgment associated with all human action be mag- 
nified to the humiliation of the management, and will 


the political disappointment of members of the House ae 
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Commons who cannot have their way in the administration 
of the property in their respective constituencies or 
districts create such bitterness in Parliament and the 
press that men of sound capacity and fine spirit will 
reluse to serve? ‘<4 (0 Lf 'politices! will permit, 
and Parliament and the press will allow the necessary 
freedom and give the necessary support, the gravity of 
the issues should command resourceful leadership. 
Given such leadership, with sufficient time to work 
out the problem, a National system which will pay 

its way will, in due time, emerge. i do. not venture 
an opinion as to what will happen to these great pro- 
perties if ‘politics! will not permit and Parliament 
and the press will not allow the necessary freedom and 
will not give the necessary support to the adminis-~ 
tration of publicly owned railways." 


Special Problems of Canadian National and 
Canadian Pacific Railways. 


Dot The position of the Canadian National is 


ihe resuat. of eho itouly yor private capital in the years 


preceding the war; it is the result of the construct- 
tion of duplicating and uneconomic lines in pre-waP 


years by private companies, authorized and aided by 


the then Dominion Governments. The province of Manitoba 


had no share in these unsound enterprises, and has no 
responsibility for them, and its people should not be 
made to assume the losses entailed otherwise than as 
taxpayers of the Dominion. 

The cardinal error was the construction of a third 
transcontinental system which involved wholly unnecess- 


ary lines in Ontario and through the mountains. The 
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location and expensive character of the National Trans- 
continental were matters of Dominion policy in the inter- 
est of and to the immediate benefit of the eastern pro- 
vinces. 

24, It must always be remembered that the Canadian 
National took over several railways which had become bank- 
rupt under private management and which had been unsoundly 
financed and which had never been profitable. 

The Grand Trunk Railway Company had always been 
able to pay its operating expenses and fixed charges out 
Of 20s Sarnings up) to L9Lo, out the amount Left for the 
payment of dividends had always been uncertain or irregul- 
Sher Dividend payments on preference stock had been inter- 
mittent, and the amount paid on third preference stock had 
been very small, while common stockholders had never re- 
ceived any recompense. In 1919 the amount available for 
interest and dividends was $11,000,000, out of which the 
company was able to meet interest on fixed charges but not 
on the share capital which included the 4 per cent guarant- 
eed stock, first, second and third preference stock, and 
ordanary svock. in 1os0) she ‘company lel short. by 
$6,560,000 of meeting interest on fixed charges. The 
Dour TNCOS tb mOs pine vGreand “eink Paciiy oc JInekiuding sos 
branch lines was $197,129,391, of which amount the public 
authorities contributed $127,939,892, or 65 per cent of the 
entire cost. Of the total capitalization of the Grand 
Trunk Pacific 88 per cent was in bonds and only le per 
cent in stock. There was consequently a very heavy load 
of fixed charges amounting to $8,456,408 per annum, or 


$2,855 per mile -- more than three times the fixed-charges 
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of Ghe Canadian Facific. 

The Canadian Northern received from the federal and 
provincial governments and from land grants a total of 
$298,000,000, while the maximum cash cost of the property 
was found by the Acworth Commission not to exceed 
$370,000,000. In addition to the guaranteed bonds there 
was an outstanding funded debt of $83,000,000. The out- 
standing liabilities were in excess of the whole cost of 
the property. 

20e The losses which were sustained in assisting 
the railways now incorporated in the Canadian National 
System before they were taken over and the deficits ine 
curred in the period of reconstruction and from the opera- 
tion of uneconomic sections should not be charged to the 
railway account. They are the direct and unavoidable 
consequences of mistakes made before the National system 
was in existence or are to be considered as enterprises 
in the development of the country which should be paid 
for by the country as a whole and not by the users of 
the railway. 

In his proposals for reconstruction of the National 
System Sir Joseph Flavelle expressly recognized this situa- 
tion and recommended,inter alia, (a) That the cost of 
constructing the Intercolonial and Transcontinental rail- 
ways should be written off at once. (b) That the advances 
made to the railways before taken over and the deficits 
which would be inevitable for some years should be met by 
the issue to the Government of common stock on which no 
interest would be charged or dividends paid until the 
Company was in a position to earn profits after payment of 


interest on fixed charges assumed and on the subsequent 
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capital expenditures that would be necessary. 

po. Ab was Glearly recognized by all parties in 
1922, when the present National system was organized, that 
deficits would have to be expected for many years and that 
the country would have to choose between such deficits and 
nigher Tregiroad (rated. 

During 1920 both Mr. Hanna and Mr. Beatty urged 
increased rates in order to meet the increase in wages paid 
under the wage awards. dhe rates had been increased in 
1918 and the increases had brought in $43,000,000 addition- 
al revenue to the companies, but this failed to equal the 
increases in wages, which amounted to $77,000,000 annually. 
The position taken by the Government was summed up by the 
Minister of Railways in Parliament as follows: 

"Shall Canadian freight rates be increased gener- 
ally for the particular purpose of enabling the Canadian 
NetLonad System Gormect Lis Operating expenses and, fixed 
cherges,.or would 10, be. better to go on with the present 
rates, giving ‘dealers no additional excuse for increas- 
ine the cost of living, and trusting to. increase in 
business, the economies it should be possible to effect 
by coordination, and the return of normal conditions, 
to gradually reduce these deficits until the day when 
the revenue will prove sufficient to pay for operation 
and, later, also to take care of fixed charges? Should 
this latter suggestion prevail, it would require to be 
thoroughly understood that the Minister of Railways 
must come down next year with a deficit, and the next 
year with a deficit, and so on for a few years until 
we shall have turned the corner. The railway companies 


applied to the Commission for an increase in rates, and 


; he + ” . ne 
7 | P a 
we a _ ai 
7 ‘ : 


— 9 
A 
Ys 


puinioieg sinks 
40 ‘Say Saget: items a ad 
te ane beter Skah neste ats ' 
cane ott, Sada el A ae tom a8 iia 
qf vents a hie waite i <_ 
tien iat one : 
fat Poe ¢ 
s sabe 


f[6Gnw 


ye ar Mr, Major 


and after a prolonged controversy an increase wag 

granted, calculated to be sufficient to keep the C.P.R. 

at least in a healthy financial condition, with the hope 

that as a result the other great railway system may be 

benefitted in a corresponding degree. 

ev. There should be a settlement of capitaliz- 
ation and charges for which the management of the C.N.R. 
will be held responsible, based upon the value of the 
roads when taken over and the capital expenditures made 
since and upon the PeSPOnsLoLlity of the Company for all 
proper railway charges and the responsibility of the 
Government for all development lines for a limited period. 
There will never be any fair basis for considera- 

tion of the merits and demerits of the National system 
until there is a revision of the capitalization ona 
Pei) Oe oie To charge the railway as a compamy with 
responsibility for the blunders of pre-war years and for 
the deficits incurred before the rallway company was in 
existence is grossly unfair and is a constant reflection 
On the railway Management, in the minds of those who are 
not familiar with the facts, The railway management 
should be charged with responsibility for all such expen- 
ditures ahd charges as would have been made for the pur- 
poses of sound railway policy, but should not be charged 
with responsibility for the cost of Operating railway lines 
which would never have been built had the system been in 
existence at the time they were built and been governed 
by the same Hystie a Vikce sa as would influence the Canadian 
POOL If the Dominion Government desires for national 
reasons that uneconomic lines should be continued to be 


operated, it should make grants equal to the net loss on 
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these lines, 
Canadian Pacific Railway. 

hele The shareholders, officers and employees of 
the Canadian Pacific have enjoyed great and uninterrupted 
prosperity for twenty-five years, During that time the 
farmers and business men of Manitoba have experienced three 
periods of drastic depression and losses, all of which 
were brought about by causes over which our people had 
ivovler controds it is therefore only fair that the 
C.P.R. interests should now accept the losses of the pre- 
sent depression without seeking to shift them in any form 
on to other shoulders, 

oo. The Canadian Pacific has been one of the 
most successful railways in the world and has been and is 
managed with the highest efficiency. Its immediate diffi-. 
culties are much less than those of most of the railway 
systems of the United States. It is quite capable of 
carrying through this period of depression out of its own 
resources and without resort to any exceptional measures, 

The financial difficulties which both Canadian 
railways are meeting are shared by nearly all the railroads 
of the United) States. During 1930 nine railways in the 
United States went into the hands of receivers and in 
1951, thirteen, including the Wabash. While these roads 
are generally smaller roads the records for twenty-two 


of them show that they are by no means weak roads. 


Mileage operated LO" 2OOemiles 
Preference stork $111,491,592 
Common stock 125,541,155 


Plus: 2,480,222 shares: 
of no par value 


Funded debt $425,338, 329 
Gross revenue 1930 $138 ,2357,514 
Operating surplus $ 50,694,708 


Deficit y 09,059,526 
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Of companies comparable to the Canadian companies 
the acess Milwaukee & St. Paul and Chicago and North 
Western show heavy deficits in 193] and the Great Northern, 
Northern Pacific, New York Central and Pennsylvania all 
show earnings in 1931 of less than #2 per share compared 
with over $11 per share in 1929, 

The stock market prices at the present time reveal 
the extent of these losses, While the average price of 
industrial stocks is still 40 per cent above the lowest 
point reached in the depression of 1921,. the average price 
of railroad stocks is about 40 per cent below the lowest 
PONG (OTe ylOS Ti 

Motor Transport competition. 

50. The Government of Manitoba recognizes the 
serious losses suffered by the railways from the competition 
of motor busses and trucks using the public ba phweyis la 
appreciates the danger to the ability of the railway com- 
panies to maintain the services essential to the country 
if they have to lose profitable business during favourable 
seasons of the year to such competitors. 

Sl. In considering the question of motor transport 
competition the following points are worthy of attention. 

Railway vs Motors 
A - Points in favour of motors. 

1. The motor truck supplies express service at Preleny 
rates. Most country stores now carry small stocks 
because trucks keep them in Ce ln Sapo Ly. 

Milk is delivered to creameries by truck more and 

more each year, so that Winnipeg creameries have now 

to extend unloading facilities. 


ee The truck furnishes a door-to-door service. This 
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facilitates movement of farm products to markets. 
Truck rate structures are Simpler and more flexible 
Cheam rails tarvers . 

As much as three-fourths of truck transport is 
privately owned, moving the owner's own goods, 
making more direct connection between producer and 
consumer, not only in farm, garden and dairy pro- 
ducts, but in movement of manufactured and mercan- 
Gite goods), For example, nearly eh oi delivers 
ies are now made by truck from the centre of supply 
to consumer, 

The regulation and control of motor carriers on 
the highways is constitutionally a matter for the 
provinces, and such recommendations as may be 

made by a Dominion Commission can only be carried 


out by provincial authorities. 


B - Points against motors, 


1. 


Trucks use facilities which they do not themselves 
supply, e.g. roads and terminal facilities. 

Truck owners do not supply adequate shipping, 
passenger and warehousing facilities, 

Trucks are stated to not bear a sufficient ishare of 
taxes to pay for the facilities they use. 

Without the railways the trucks would be unable to 
meet the transportation demands of the public and 
unrestricted truck carrying must impair the railways 
in the performance Oy chem oftheir transportation 
obligations. 

The truck makes no contribution to the village, 
which comprises the social and economic centre of 


the primary producers who comprise the basic part 
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of Canada's population; the railway and its facili- 
ties, on the other hand, is the nucleus around 
which such centres are bud. 1), 

The truck Operators are not an organized responsible 
body, such as are the railway, freight and passenger 
services, and cannot be relied upon by the public to 
give like services at all times. 

Canadian winter conditions make railway service 
essential, but, per contra, prevent reliable sl a 

the year round truck services. The railways can- 


not operate for seasonal vrari leony, 


C - General, 


ts 


The problem of motor competition is one to be met 
primarily by the railways, for the most Par Lean 
competitive ways, and, in a lesser way, by requests 
for provincial regulation of motor Carriers, end 
legislation insuring proper regulation and equality 
OF competition, where competition is to be per- 
missible between the motor carriers and the railwav, 
The railways should initiate action; 

(a) There is no great public demand for vegulation 
of the motor Carrier, end. the railways them- 
selves have not so demanded, The motor carrier 
ie not essentially a public MOLE oy ayy thak eo 
much of his activities are private, and where 
he acts as a common carrier there is no present 
prospect of monopoly. Hence the interests to 
be safeguarded are primarily the railway inter- 
est and the provincial interest in the preser-« 
vation of highways and of the amenities of higi- 


way traffic. 
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(b) The railways cannot expect that a new type of 
service can or should be throttled -- public 
interest will not go so far, It will, rather, 
expect the railways to do much in a competitive 
way to meet public traffic demand, e.g. by; 


i= simplification. of railway Veciwle Cleese 
than car lot) tariffs. 


ii = improvement in local rail services, in- 


cluding substitution of light rail units 
for present heavy steam trains. 


1ii - modernization of railway viewpoint and 
practices and subordination of the rules 
of railroad operation to the requirements 
of the public in the business of trang- 
portation. 

iv - changing railroad method so that more 
attention can be given to local PrOD Lemme 
and solutions to local needs provided. 

v - in some cases entering the trucking and 
bus business -- but public opinion would 
question the development of a railway 
monopoly of transportation, which might 
in time extend to include water trans- 
porvauion, 

(c) Some railway costs must be reduced, ¢.g. re- 
duction in use of private Cars, Glimination of 
much pass riding on passenger trains, and of 
franking Privileges, ‘orimctal. perquisites, etc, 

The problem of truck competition with the railroads 

is fundamentally an economic one, If a territory 

can support only one type of transportation system 
it cannot support two, no matter how equal the 
terms of competition between them. In the long 
run the people pay, and what may be looked at now 
as cheaper rates may in the end be regarded as 
higher taxes, particularly in the case of the 


ads From this aspect public authority must be 


forced at times and in some localities to choose 
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the type of service -- and then the very extensiveness 
of the railways! organization and their heavy irremov- 
able capitalization, which superficial public opinion 
might censure, are the best possible evidence and 
guarantee of their ability to give permanent and rece 
liable service. In this viewpoint the railways may 
be regarded as national public utilities which cannot 
be permitted to suffer serious impairment without con- 
sequent national and local loss. 
oee The Government of Manitoba is prepared to 
cooperate with the Dominion and provincial governments in 
every Cr lort that can be made to provide a remedy for 


any unfair competition that might exist. 


(Page 640 follows) 
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THE CHAIRMAN: I think, Mr. Prime Minister, you will 
allow me to say that this extraordinarily thorough review 
of the whole situation will be of the greatest possible 
value to us. 

The immediate guestion confronting the Dominion with 
respect to the Canadian National railways is of course a 
financial one. 

HON. MR. BRACKLN: Yes. 

THE CHAIRMAN: The amount which has been provided or 
is to be provided for the year ending dlst December, ex- 
clusive of the deficit on the eastern lines and exclusive 
also of the deficit on the West Indies steamship service, 
which is managed by the National railways, and the deficit 
on the Canadian Government Merchant Marine which is also 
managed by them, is $100,000,000. 

Now, in view of the general financial situation that 
is a very large sum. For the financial year ending dlst 
March last there was, as you know, a deficit of about 
#70,000,000. I think there is good reason to believe -- 

I do not know that this should be made public in any way -- 
that for the finaneial i year ending Slst March next the 
actual deficit will run to $170,000,000. 

| HON. MR., BRACKEN: Yes. 

THE CHAIRMAN: The $70,000,000 last year was provided, 
as you know, by the issue of long term bonds, which were 
negotiated in New York. Of the total two thousand two 
hundred million dollars odd which constitutes the public 
debt of Canada, one thousand million would mature before the 
end Of 1934. Six hundred million dollars of that has been 
converted into long term obligations. There remains four 
hundred million, which will have to be met, two hundred 


million dollars, I think, in 1932, and the other two hundred 
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million dollars in 1933 or 1934. So that situation is a 
very serious one from the financial point of view. 

I am not quite sure whether it was the last finan- 
cial year of the Dominion or the last railway year, but 
during the year ending either dlst December last or dlst 
March last $120,000,000 was provided by floating railway 
bonds guaranteed by the Dominion government, which are 
entirely outside of the figures I have mentioned. This 
year the Dominion has already provided something like 
&50,000,000 in the same way; that is to say, the bonds 
are railway bonds byt are guaranteed by the Dominion. 

Of course, this serious situation must be met in 
some way. The obvious suggestion is that economies should 
be made by the railways. But I rather gather that economies 
in the direction of discontinuance of services is something 
that you would not look on with any kind of satisfaction. 

HON. MR. MAJOR: There’ has to be elimination of 
all unnecessary costs. 

THE CHAIRMAN: Of course, there has been & great 
deal of extravagance in the construction of hotels and in 
other directions. I do not know, Mr. Loree, that there has 
been very much evidence of extravagance in day-to-day 
expenditure. 

COMMISSIONER LORBE: I think not, sir. AS near as 
I can @etermine the railroads appear to have followed the 
known practices of economies and have very much reduced 
their expenses by those means. 

HON. MR. BRsCKEN: $170,000,000 is a lot of money. 

THE CHAIRMAN: It is a very serious situation. Of 
course, we are only beginning; it is just two weeks ago 


today that we left Ottawa, and we sat for the first time 
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the day before our departure. ye have not by any means 
exhausted our researches into possible cconomics. We are 
pressing that inquiry on as rapidly as we can. 

HON. MR. MAJOR: Elimination of services will do a 
great deal of injury here by creating uncmployment, and in- 
ecidcntally the cost will come back on the State in another 
way, becausc we will have to maintain the unemployed. 

TH: CHAIRMAN: The uncmploymcnt figures are pretty 
high I understand. 

HON. MR. MAJOR: At one of the C.P.R. towns,Brookland, 
they closed the shops;the men were immediately thrown on 
relief. They had been working on short time and volunéarily 
surrendered their rights under that agreement in order to 
give other men an opportunity to get a small return; but 
immediately the 0.2.R. closed their shops those men had no 
resources at all and were right on the city, on the province 
and on the Dominion. 

TH CHAIRMAN: That is one point undoubtedly that 
affects the elimination of service. 

HON. MR. MAJOR: The same at Transcona, where five 
or six thousand »seople depend on the Canadian National 
Railway shops. 

THE CHAIRMAN: The only alternative to economies is 

increased taxation in the situation you have mentioned. 

HON. MR. MAJOR: The money has to come from some 
source. 

THE CHAIRMAN: I do not know whether one can say ab- 
solutely that there is no market for loans in the United 
States. 

COMMISSION: R LEMAN: There is no question about that. 


HON. Mk. MAJOR: There is no market for our wheat, 
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Mr. Chairman. 

COMMISSION-R LEMAN: We are being thrown back, as you 
already know, on our resources in Canada. The financial 
markets are closed to all intents and purposes. MThe prob- 
lem is to ascertain what is the best use to be made of the 
available resources in Canada. It may be in covering rail- 
way deficits, it may be in providing relief, it may be in 
many other ways. That is what we are trying to ascertain 
and to get the views of yourselves and others as to what you 
think is the best method. 

THE CHAIRMAN: There is a possibility of retrench- 
ment in general govermment expenses. Last year the general 
cost of government was ©400,000,000, including capital ex- 
penditure. That is a tremendous sum. 

HON. MR. BRACKEN: Mr. Bennett tried to cut it dow, 
but even then he did not get very far. 

THE CHAIRMAN: The railway debt amounts to 
$1,250,000,000 roughly speaking. Of that half a Rillion 
is guaranteed by the government, and of thc balance 
$250,000,000 is treated as a government debt, because the 
fall of the bonds would really imperil the integrity of the 
whole system. It is essential that that that should be 
done in the interests of the railway. Of course, just how 
far economies might be effected in that $400,000,000 is a 
question which is not within our purview. But there you 
ALE « 

HON. MR. BRACKEN: We have a job like that to tackle 
but on a smaller scale. 

COMMISSTONER LEMAN;: On what basis are you going to 
tackle it? 


HON. MR. BR&ACKUN: Between ourselves, it will be by 


- 644 - Hon. Mr. M@jor 


retrenchment in part, if not altogthcr. 

COMMISSIONER LEMAN: Because there is no other way 
practically. Is there any other way for the Federal 
government? 

HON. MR. MAJOR: The attempt to inerease revenue by 
additional rates will not bring in very much additional 
revenue, end it will ereate a@ storm of protest. 

COMMISSIONER LEMAN; It may cripple business. 

HON. MR. MAJOR: Wreck it entirely. 

THE CHAIRMAN: What about diminution of wages? 

HON. MR. MAJOR: I understood the Dominion govern- 
ment has not raised thc question of wages. 

THE CHAIRMAN: We have to considcr the whole prop- 
lem, Theoretically; of course, that is a possible economy. 

HON. MR. MAJOR: A conciliation board haverecently 
given a decision on the question of railway wages. I 
imagine they have taken into consideration all possible 
causes and conditions in giving their judgment. 

TH” CHAIRMAN: The whole question was not really 
pefore the board. The precise question before them ahd 
the only one they were entitled to consider was the question 
as to a 10 per cent diminution. 

HON. MR. MAJOR: As far as railwey wages are concermed, 
there arc so many agreements and regulations in effect, of 
which we know nothing, that to attempt to express an 
Opinion would be unsatisfactory. 

COMMISSIONER LEMAN: Was the question of immigration 
raised in your very admirable report? 

HON. MR. MAJOR: I quoted Mr. Beatty. 

COMMISSIONER LEMAN: What is the present policy of 


Manitoba in that respect? 
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HON. MR. MAJOR: The policy of the Dominion is the 
policy of Manitoba, If we have not a markct for our 
farm products, what is the use of putting people on the 
farms? We have ample farm products, and if they could be 
sold there would be no railway problem, because when our 
grain is not sold the railway rolling stock is standing 
idle in the sheds, the wheels are not rolling. Our belief 
is: Provide us with markets and the railways will prosper. 
If you can provide markets, Mr. Chairman, I think you have 
got a solution of your whole railway problem. 

THE CHAIRMAN: The difficulty with reilways as with 
everybody else is lack of business. 

HON. Mn. MAJOR: Yes. We think we have business here 
for them if we can only get them to move it. 

HON. MR. BRACKEN: Answering Mr. Leman's question, 
under present conditions the policy of the province of 
Manitoba is the same as that of the Dominion. It would not 
improve our conditions here to produce more grain products 
than we@ are producing now. 

COMMISSIONER LEMAN: You are not encouraging, you 
are discouraging immigration? 

HON. MR. BRACKEN: Yes, we are discouraging it in 
every possible way. 

COMMISSIONER WEBSTER: You take in some people with 
means? 

HON. MR. MAJOR: There is not any restriction on 
people of means coming here. It is the gcneral wholesale 
immigration policy they are trying to discontinue. 

HON. MR. BRACKIN: To be more specific, we are dis- 
coureaging in every possible way the dcvelopment of new 


communities. Where there is to be any development it as 
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to be in the arcas now served by railways, roads, schools, 
and so on. We do object to tho development of new areas 
that will require railways, roads, schools ané other facil- 
itics. 

COMMISSIONZR WEBSTER: Would you recommend the cutting 
Out Of Ghe hugo ivom iol overihal?® a million dollers a -yeer 
for the colonization and immigration activitics of the C.N.R. 
ine Burro pe? 

HON. MR. MAJOR: Perhanvs this will answer your question. 
Under present conditions we do not want to have the respon- 
Sibility of caring for any portion of those immigrants in 
Manitoba. That is limitcd purely to immigration and coloni- 
zation? It docs not include anything for trade commission- 
ers, 

COMMISSIONER WEBSTER: I do not think so. 

HON. MR. BRACKEN: This is just a related fact. We 
would have saved all this expense on immigration if we could 
have kept our netural increase. In othcr words, we would 
have the same population. 

HON. MR. HOEY: We have bcen losing our natural in- 
Creasc. 

HON. MR. BRACKEN: Of coursc, if we had not had this 
policy of immigration our population might have been less. 

COMMISSIONER LLMAN: Mr. Prime Minister, of the three 
prairie provinecs I supposc Manitoba would have the largest 
proportion of diversified farming? 

HON. MR. BRACKEN: Yes, and Alberta sccond. 

COMMISSIONER LEMAN: And Saskatchewan third? 

HON. MR. BRACKEN: Yes. 

COMMISSIONER LEMAN: I understand from Mr. Major that 


the province of Manitoba per unit of population has the 
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largest railway milcage? 

HON. MR. MAJOR: No. I should say we have ea large 
mileage; I think it runs spon onc for cvcry two hundred. 

COMMISSIONER LEMAN: Saskatechcwan has one to cvery 
one hundred and thirty-five. 

HON. MR. MAJOR: We have a rather high pereontage 
of railways to population. 

COMMISSIONER LEHMAN: would not tHe volume of traffic 
over the railroads be considerably smaller in communities 
where diversified farming is carricd on rather than com- 
mercial wheat srowing? 

HON. MR. BRACK=N: I would not want to attempt to 
answer that. You ought to be able to get reliable data on 
nS 

COMMISSIONER LEMAN: You would have no records on 
that score? 

HON. MR. BRACKN: No. 

HON. MR. MAJOR: This can be said, though, that the 
Shipment of dairy products to the markets in the larger 
centres in this province is for the most part carried by 
truck. 

THE CHAIRMAN: I suppose we should be able to get 
precise figures from the railweys? 

HON. MR. BRACKEN: Yes. 

THE CHAIRMAN: I suppose from the railway point of 
view the important thing is that grain end grain products 
have uniformly the longer haul. Mr. Loree can tell us, 

IT have no doubt. 

HON. MR. BRACKEN: It has always bcen my impression 

that divcrsified farming as it developed tended to make the 


revenucs of the reilway less. That has been contradicted. 


7 
‘asa : ~_ Jd 
j o's 6 o® 7s °s 


ja ibaa. bul3ine eee 


7 


- 646 - Hon. Mr. Major 


COMMISSIONER LEMAN: You say it is being contradicted? 

HON. MR. BRACKEN: It has been cmtradicted, but not 
by anybody whose view would be authoritative. My own view 
has been that as we changed from grain farming, with the 
long hauls for its products across the country and the 
ocean,and got into diversified farming, the railway traffic 
was cut down to short hauls, and that consequently the rail- 
way revenue would decline. Not from authoritative sources 
but from railway people I have received the impression that 
that is not the case. That was perhaps prior to the time 
that motor trucks came into use. But our opinion on that is 
not worth anything. 

THE CHAIRMAN: Mr. Loree is very familiar with the 
subject. 

COMMISSIONER LOREE: I would say, Mr. Chairman, that 
the fact would be that as the country developed the tomnage 
hauled by the railroads would increase. I think that is 
brought out by the history of States like Iowa, Nebraska 
and the Dakotas, where conditions were very similar in the 
early days to what they are here now. 

HON. MR. BRACKEN: The haulage of innumerable small 
tonnage more than offsets the long hauls of wheat. 

COMMISSIONER LOREE: Very much so. 

I have been a good deal puzzled as I have tried to 
think oat this situation. Perhaps a man fifty years from now, 
reviewing the history of the last few years, will look upon 
the railroads as having been the objects of public plunder. 
Take the railroads of the United States, from 1900 to 1930 
their investment on road and equipment -- their capitali- 
zation -= had increased 148 per cent, while their taxes had 


imereased 806 per cent. No such increase as that has 
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occurred with respect to private property. There has been 
a plundering of the railroads by the public administration. 

The same thing is true of labour. Labour wages in 
that time have increased 412 per cent. Now labour works 
shorter hours there is less work, the returns are of less 
value per capita, and yet labour is getting more per capita 
than it did before. 

Going back to the beginning, in the year 180, 

a hundred years ago, a locomotive engineer on the London 
and Manchester road got $5.25 a week; he made a round trip 
of about nimety miles a day; he took care of his engine. 
The Bank of England discount rate in that year was 4 per 
cent. Today the American locomotive engineer gets thirteen 
times that weekly wage; and the discount rate of the 
Federal reserve bank in the States is 1,825. So there has 
been @ decrease in the award of capital of 54 per cent in 

a hundred years, and an increase in the award of labour 

of 1,<00 per cent. 

Now, you have these three instrumentalities in in- 
dustry -- management, capital,and labour. Is capital some- 
day going to be discouraged by the way in which it is 
treated? Is it going to withdraw from that activity? Are 
people going to stop saving money ahd say:We will spend 
what money we get from day to day and let the future take 
care of itself; it is not worth while looking into it. 

The late Sir Alfred Momd in one of his parliamentary 
speeches said that industry was preserved by the activities 
of the bankruptcy courts. You have got to have @ process 
of elimination. You trap-nest your hens, and those that do 
not lay you dispose of. In all other activities except the 


human you carry that to an extreme. In the human activities, 


very properly, that principle is immensely modified by the 
relations due to moral restraints. But human activities 
as related to industry more or less have got to conform to 
the law of the world. 

The railroads in the States, I think, made a mis- 
take in asking for an increase in freight rates. That 
application was denied, but the Interstate Commerce 
Commission made certain suggestions, which the railroads 
accepted, and they are now going into a modified socialism 
to try to defeat the bankruptcy courts and sustain the rail- 
road structure. Meantime the wage seale notwithstanding 
the falling cost of living is maintained, on the general 
theory that that money is spent and therfore business ac- 
tivities are promoted by its circulation. 

I have, unfortunately, lived through three panic 
periods. One remedy suggested after the panic of 1875 was 
the greenback issue: If we had more money,they said, our 
troubles would be over; and a large party supported the 
issue of greenbacks. Then we had a very bad panic in 1893; 
presently that same notion reappeared and they said: If 
we had free coinage of silver with a relation of sixteen 
to one of gold, all our troubles yee be over. Now you see 
the same thing appearing in the effort to get off the gold 
basis in maintaining the wage scale, and the logical result 
will be not only to maintain but to increase it. 

I think our remedy lies in trying ia find out what 
it is that has caused the maladjustments from which we are 
uffering, and then trying to eliminate them. I have not 
peen disturbed by motor truck and motor bus competition. 
The motor bus apparently takes only about 4 per cent of the 


passenger business that the railroads have lost; it has 
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all gone to the privately owned individual car. Therefore 
any relief we are looking for will not be had by restraint 
of motor bus operation. About 88 per cent of the motor 
truck equiyment is privately owned and operated, about 6 
per cent of it is privately owned and operated under can- 
tracts, and only about 6 per cent is operated by common 
carriers. Therefore I cannot see any relief by legislation 
affecting the only group that can be.affected, and that is 
the common carrier group. 

HON. MR. MAJOR: 88 per cent would be what. com- 
mercial conecrns using their own trucks? 

COMMISSIONER LOREE: Yes. 

HON. MR. MAJOR: Should they be taxed heavier than 
the average truck owner is taxed? For instance, @& wholesale 
house here has customers in Portage la Prairie, Brandon, 
Virden and away west to Regina. They send trucks out loaded 
with goods, and they are able to make the entire trip by 
road. They are carrying goods to their customers, they are 
not common carriers, they are not accePting a fee for doing 
it. Should they be treated as common carriers, or should 
they be allowed to operate on the ordinary truck license? 

COMMISSIONER LORRE: I think they ought to be allowed 
to operate on the ordinary truck license. We had the same 
experience with the interurban trolley. The charters en- 
abled the trolley companies to carry passengers and freight. 
A great deal of mileage was constructed all over the more 
thickly settled portions of the States. Some of the rail- 
roads became frightened and bought trolley lines. The New 
Haven did so, and it forced them into bankruptcy. The New 
York Central did so, and they sold out at what was practi- 


cally an entire loss. My own Company did so and sustained 
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a loss of $20,000,000 in the operation. I cannot find 

that meee bus and truck companies are profit eine compan 
ies when they keep their books as a business house keeps its 
books, with proper depreciation and expense charges. They 
delude themselves by leaving those out, and the majority of 
them will not be able to buy new vehicles when the old ones 
wear out. 

The doorwto~door delivery and collection of freight 
is a@ very old institution. The London and Manchester rail-— 
road bought a half interest in Pickford and Company 
who had come into control of cartage between London and 
Liverpool and intervening towns. The Pickford Company did 
collection and delivery between the depot and their custom- 
ers’ places of business,and the latter hardly knew that any 
Change had taken place, Eventually the railroad bought out 
the company entirely. Last year four railroads in England 
lost $6,000,000 on the service, the year before $6,200,000. 
LY LSeiotua! profi tape service for the railroads to go 


into; they cannot contemplate anything but loss. 


So I think in the end we have got to come out of 
this trouble as we have come out of former troubles, by 
trying to determine definitely what the elements are and 
eliminate them, and adjust ourselves to the new conditions. 

Now, my own company has reduced its man-hours work 
in 1930 as against 1913 by 25 per cent, and its wage bill 
for that lessened activity on the part of the workmen is 
184 per cent more. 

HON. MR. BRACKEN: Have you a suggestion for it? 

COMMISSIONER LOREE: There are various ways of going 
at it. There are two mistakes which I think labour has made 


against its own interests, First, in the way kn which it 
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has looked at its relations in the industrial organization. 
It has felt, or has been led to feel, that it would be to 
its advantage if it had a voice in management. It has no 
competency for management, it takes none of the responsi- 
bilities of management, and its interference simply in- 
creases the expense. The other mistake it made is in the 
wage scale itself. Now, inside this room I might say that 
we in my company havefelt that we should like to try out 
the resources of management before we attack the wage scale. 
We have in railroad service about 134 practices that in- 
crease the expenditures and restrict the flexibility of the 
operations. 

Labour uses two instrumentalities, the instrumen- 
tality of its ecomomic pressure and the instrumentality 
of legislative enactments. Some of those legislative en- 
actments we shall not find it possible to deal with at 
present, but the other is an open question. As an example 
of legislative enactments I may say that we run a train 
from Oneonta into Pennsylvania; when we get at the Pennsyl- 
vania line we stop the train and take away the brakeman. It 
is a delightful ride down the Susquehanna valley, a fifteen 
foot grade, a level road practically; but in Pennsylvania 
going over the Moosic Mountains it is a sixty-five foot 
grade, and if ever we need an additional brakeman it woulda 
be there, but we have not got him. Presently a train coming 
north picks up this brakeman left at the State line. We 
have not only to pay him his wages, we have also to fumish 
him with caboose accommodation and provide him with 
lantern, flag, torpedoes and various other things. I would 
rather pay him fifty cents a day and let him stay home. 


We have said to our engine men -- I would not want 
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this to be made publie at present --~- Let us have a new 
arrangement, a trial agreement for a year; the only article 
we will retain of those you have got is the article of 
seniority. I was talking to the office this morning by 
telephone, and I find they have almost got a majority of 
our engine men signed up. They have gone to them one by 
one, and they think that today they will be able to close 
up the majority. I think we would get far more out of that 
than we would by a 10 to 15 per cent decrease in wages. I 
would rather exhaust that as one of the resources of manage— 
ment before I touch wages. That may not be enough, but it 
is evidence of good faith, it is evidence of managerial 
effort, and I am very hopeful of it. 

When it comes to our shops, our maintenance people, 
we have no agreements, we work on the pieee work basis. 
They have a very high scale of earnings as compared with 
any im the neighborhood, and we may have to attack that 
on the question of wage reduction. But that can wait until 
the other is tried out. As I say, I think we have got to 
find out one by one what,the maladjustments are and reso- 
lutely put those maladjustments into proper relation. 
Whether it is taxes, whether it is wages, whether it is 
capitalization, whatever it may be it must give way if we 
are to resume a healthy condition. 

COMMISSIONER LEMAN: Has the province of Manitoba had 
to take over any railway system in connection with guarantees 
given in earlier years? 

HON. MR. MAJOR: No. 

THE CHAIRMAN: Your guaranteed bonds are of railways 
that now form part of the Canadian National system. 


HON. MR. MAJOR é Yes ° 
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COMMISSIONER LEMAN: Your decks are clear? 

HON. MR. MAJOR; I think our decks are quite cldar. 

HON. MR. BRACKEN: We have had to take over some other 
things, though we have not had to take over railways. 

COMMISSIONER LEMAN: Whet was that, may I ask? 

HON. MR. BRACKEN: Farm loans, rural credits, eleva- 
tors, wheat pools. 

THE CHAIRMAN: You heave not yet attempted to regulate 
highway freight, have you? 

HON. MR. MAJOR: Yes. Mr. Cottingham has that pretty 
well in hand. 

MR. W. Re. COTTINGHAM, K.C.(Chairman, Municipal and 
Publie Utility Board): We operate only on the common 
carricr. Our expericnce confirms the figures Mr. Loree 
gave as to the number of private operators. We prepared 
2 general tariff last winter which is a simplification of 
the Freight Association's tariff; that is, we have reduced 
the classifications to four. We had to take road mileages 
rethcr than rail mileagcs between points, of course. Like 
all other things, it is somewhat difficult to enforce, but 
the operators amongst themselves are rather careful to 
report any violations that they come in contact with. 

THE CHAIRMAN: Limited to common carriers that is not 
so difficult to apply. 

MR. COTTINGHAM: After my experience I should be 
rather disposed to disagree with Mr. Loree as to regulation 
of the private carricr. Of course, your position on the 
other side of the line arises from a constitutional defect: 
You cannot compel a man to devote his services to the public 
use. We are not so limited in our provinces here. Within 


our scope we could legislate without limitation, and I have 
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a fceling that when you analyze it there is no distinction 
between a man driving a truck full of his own goods and 
selling them at an inercascd cost to the rural consumer 
sufficient to cover his transportation expense and fe hen 
who does it merely for hire. From our point of view the 
destruction of the highway end the interference with traffic 
admits of no distinction in principle between the two. Where 
we, as I said yesterday, have gone off in @ wrong direction 
an adaptation to our needs of American State statutes 
making the motor carricr a public utility. He is not really 
& public utility at all in the legal sense; he is forced in. 
As I have been saying to the Attomey General, I think we 
heave got to reconsider all our motor legislation from a 
different point of vicw. For instance, where we have a man 
carryingten tons on a three ton truck he should not be per- 
mitted to do so, whether he is carrying his own goods or 
somebody elses for hire. Where we have men going out with 
hard rubber tires, as they ere from the city, on to gravel 
roads that will only carry balloon tires, it is not a 
question of utility, it is a question of traffic. 

THE CHAIRMAN: Of course, the constitutional daiffi- 
culty does not exist with us. 

MR. COTTINGHAM: Yes. The point of view in the United 
States is based on constitutional limitations that we should 
not be influenced by at all. 

COMMISSIONER LOREE: I think the police regulations 
have to do with the use of the highway as highway. 

THE CHAIRMAN: The local legislatures have complete 
control. 

MR. COTTINGHAM: I understand that in England under the 


Road Traffic Act they have vory vigorously gone after the 


On = Hon. Mr. Major 
Mr. Cottingham 


problem as we did with the urban transportation sy stem 
fifteen years ago. It came to the point with us: You must 
have your street railway; are you going to allow the 
jitney to kill it? After a period of hesitancy the city 
stepped in and ruled the A aWey off the streets. We said: 
It is too bad but we cannot have both. I think in some 
rural localities they will have to decide in the same way 
between their branch line and trucks. It will be a case 
of: Are you going to have your branch line or allow it to 
be torn to pieces by truck competition? 

THE CHAIRMAN: I suppose there is no very great prac- 
tical difficulty as to the type of regulations you are 
speaking about? 

MR. COTTINGHAM: No. 

THE CHATRMAN: There is the truck and it is very diffi- 
cult indeed for the carrier to escape. 

MR. COTTINGHAM: I feel we are started on the right 
road, sir. From the yvoint of view of cost regulations, I 
submit that cost should be a direct charge on the people who 
are using the roads and obtaining the benefit, not on the 
State at large. 

THE CHAIRMAN: As to the regulation of rates, it has 
been suggested to us by some railway officials that effec- 
tive regulation is practically impossible. That has not 
only been suggested, it has been asserted very positively. 

MR. COTTINGHAM: Like everything else, we are in a new 
field and have to experiment. 

THE CHAIRMAN: You cannot get after the bootlegging 
carrier, so to speak, the individual carrier? 

MR. COTTINGHAM: Not so easily, but a system of in- 


spection can be worked out. 
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THE CHAIRMAN: I was not convinced by what they said. 
They spoke of the experience in the United States. I am not 
sure 1f that is entirely contrary to what you say. 

MR. COTTINGHAM: The States are in a position some- 
what similar to ours with respect to Dominion incorporated 
companies; we can see what is being done day by day, but 
we cannot interfere owing to constitutional limitations. 
Under their police system on the other side of the line I 
have not any doubt that a policeman could not stop a private 
carrier to ask certain questions. We are not so limited; 
we could legislate to authorize our inspectors and police 
to stop anybody on the roads at any time. 

HON. MR. MAJOR: Would you explain the situation in 
Stonewall and what we did to preserve the street railway? 

MR. COTTINGHAM: A year ago the street railway noti- 
fied the local Council that they were forced to abandon 
their line to the town of Stonewall, twenty miles out of 
Winnipeg. That notice was transmitted to us. We selected 
the most promising motor carrier bringing milk and farm 
Produce from Stonewall to Winnipeg each day; he had some 
ten or twelve trucks running over the road. Then we selec- 
ted the most likely one of the street railway company's 
men to look into the matter. As a result the street railway 
company loaned the truck operator $4,000 to £eb ca new. trick 
and fix up his old trucks, and they furnished him with 
another truck or two.as substitutes when his old ones broke 
down. Hawing done that we organized the err ipowey, 

We gave them the franchise and any other carriers in the 
territory were eliminated. We made Stonewall the delivery 
point rather than Winnipeg. The arrangement has worked out 


very successfully. By reason of this larger organization the 
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Company during the potato season turned two or three extra 
trucks on the road, something that the individual man could 
not do, and they were able to bring in the potatoes. The 
truck carrier acts as buying and selling agent for the far- 
mers, and he has been able to get a higher price for some 
of the produce. The railroad reduced the rate of haulage 
from 19 cents to 15 cents per hundred vounds. It has worked 
Out suecessfully so far; what will happen in the future we 
do not knowe 

THE CHAIRMAN: You have saved the rail line. 

MR. COTTINGHAM: So far. This year they did some 
work rebuilding the track. If we can get them to do some- 
thing next year it will be a real line. 

THE CHATRMAN: Could we get precise information as to 
the situation? 

MR. COTTINGHAM: Through the company's officials. If 
you like I will submit it im writing. 

THE CHATRMAN: I wish you would. 

MR. COTTINGHAM: The same company has a line out to 
Selkirk, directly north of the city. That problem was solved 
by giving the railway all the trucking facilities. 

THE CHAIRMAN: Giving them an exclusive license? 

MR. COTTINGHAM: Yes. They bought out a couple of 
local men who operated there. They “Ye their own competitorse 
You might say that is foolish, but by being their own com- 
petitors they are able to take care of the service along the 
line, Particularly the transportation of milk. That is, they 
have reduced the number se freight cars per day. They took 
off the car that picked up milk at a quarter after eight and 
arranged for their truck to pick it up at a quarter to nine, 


and being themselves competitors, they have been able to 
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adapt their trucking schedule to their train schedule. On 
the trucking service this year they will more than break 
even. Whether in the future they can do that is a problem. 
For instance, on the Stonewall line it cost them $7,000 
to remove snow. 

HON. MR. MAJOR: Are there not certain rules of rail- 
roading that are inflexible, they cannot be changed? I 
cannot vouch for the accuracy of it, but I am told that cer- 
tain implement companies who ship a lot of implements west 
desiredto use the railways because their warehouses were on 
the railway tracks, but they were not permitted to break 
Carload lots in one division. They said: If you will allow 
us to break carload lots at one or two points we will be 
quite satisfied. The railroad said: No, our rule is that 
you cannot break carload lots in a division, and you must 
abide by that rule. The result was that all the farm im- 
plements shipped to a certain territory went by road. 

COMMISSIONER LOREE: In the States the matter is 
regulated by the Interstate Commerce Commission. When the 
Commission was first created we had three practices: We had 
what was called the l.c.l. carload lot, or package freight; we 
had the carload lot, and we had the trainload lot. The 
Commission felt that the trainload lot gave too much of an 
advantage to a very small group of very large shippers, and 
they. cnanged it so that now we have only two. But 
the carload shipment is an inclusive shipment from point of 
origin to terminal and cannot be broken. That is not a rail- 
road regulation, but a government regulation. 

HON. MR. MAJOR: In view of this new competition that 
has come in it may not be worth their while to make ay 


change, but should they not be alive to the situation? 
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COMMISSIONER LOREE: They met it to a certain ex- 
tent in the States by container companies -- forwarding 
companies they call themselves. MThey will lease a section 
of a warehouse and then arrange to ship, say, from New York 
to Dallas, Texas, carload freight, and reship it from there 
to surrounding points. But I do not know of any case where 
a carload is invaded en route. Under the Interstate 
Commerce Commission ruling it must go solid the whole way . 

HON. MR. MAJOR: When I had two or three illustrations 
given to me the thought came to me that the railrogds should 
rearrange their rules of operation in order to meet truck 
competition. That competition may not be as great as we 
think it is; the railways will know best. Some have sug- 
gested here that the reason why the railroads have not gone 
after the road competition is that it is not worth their 
while to do so. I heard one man say that the truck haulage 
of goods on the Means during a week would be equal to six 
carloads only. If that is the fact I suppose it would be 
hardly worth while for the railways to take action. 

MR. COTTINGHAM: A railroad man told me Sonfidentially 
that they tried an ex>erimental Shipment by truck. There is 
@ town about sixty miles west of here, Portage la Prairie. 
Goods consigned to them to be Shipped there by rail they 
sent by truck during the night, and the shipper and the 
consignee knew nothing about it. On their truck shipments 
the railroad kept strict cost accounting, and they said it 
could not be done profitably. We have always felt that that 
would apply as against the other fellows. But in the truck- 
ing business it is so casy for a man to start; all he has to 
do is make a small payment on a truck, and away he goes. He 


can wear out the truck before the Other fellow comes after 
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him for the money. We have had between here and Brendon 
a Succession of truck operators, but as soon as onc would 


go broke another fellow would start out; I think now we 


have the fifth. Those fellows are operating successfully, 
but they admit to me that the only money they make arises 
out of a family arrangement. The father has a filling 
station and he sells gasoline tio the som at cost price; 
they consume @& considerable amount of gasoline in the opecr- 
ation of eight trucks between here and Brandon, and they 
make their profit on the difference between the retail and 
wholesale price of gasoline. They tell me that is the way 
they keep going. 

THE CHATRMAN: Do you think that will go on indefin-~ 
itely? 

MR. COTTINGHAM: I do not know. But we do find 
that the expectation that the business would not stand up 
and would eliminate itself is not being realized, because 
as one fellow drops out another comes in. 

HON. MR. MAJOR: I was rathcr surprised yeatcrday 
to year the representative of thc Motor Bus Operators state 
to your Commission that they were able to Operate and pay 
dividends. When we wore fixing the license fecs they 
represented to our legislative committee that they were 
pretty well bankrupt. We will be able to use that as evi- 
dence against them in the future. 

COMMISSIONER LEMAN: You were not supposed to be 
present. 

MR. COTTINGHAM: They are not able to pay dividends. 
The only ones that are getting along at all are substantial 
concerns like the Winnipeg Electric and one or two strong 


cartage companies that have a good business apart from their 
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highway business. They furnish no terminal facilities what- 
ever. They have not a passenger depot here in Winnipeg; 

one of the departmental stores supplies the depot. At 
Brandon you have to chase all over the city to find where 
their bus starts; the usual place is a éarage, one on Fourth 
street and another on Tenth. They furnish nothing whatever 
in the way of terminal facilities, 

HON. MR. MAJOR: In the matter of reduction of 
services, Mr. Chairman, could not the railways eliminate a 
great deal of cost if they were to use on their roads- small 
buses such as are used on our highways?. <A crew would be 
necessary, but they could run more frequently, and certainly 
at @ much cheaper cost. 

COMMISSIONER LOREE: A great many experiments have 
been made along that line. 

HON. MR. MAJOR: We have not had any such experiment 
here that I kmow of. 

COMMISSIONER LOREE: Up to the present the limit of 
motor power has been a great detriment. A single vehiele 
would be operated fairly satisfactorily, but when you want 
to attach another -- which often becomes necessary -- you 
do not have power enough to move EG Vee you. hawe. to make 
the movement. So far it has not been possible. As I recol- 
lect thirty-five years ago I had a small self contained 
motor with a steam engine fired with coke. It worked well 
enough with a single car, but when I had to haul a second 
car uo to the ranch I didn't have the power. You see, the 
Yrallway limitations are very severe; you have got a guage 
of only four feet eight and a half inches, and that cannot 
be altered. 


HON. MR. MAJOR: The Railway Association of Canada, 
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at the request of the Presidents of thc two railways, have 
had a committee working sinec August, and they have recent- 
ly published their recommendations. I may say it is a 
very long report, but there is something in it of interest 
to you which it may be appropriate to mention at the moment. 
They make @ comparison between the proposed and the actuel 
registration fees imposed in respect of trucks by the various 
provinces. Their suggestion is that for a two ton truek 
therc be charged a $2 fee; while on an average the provinces 
today are receiving-13.44 for that type of trauck:.. Fora 
three ton truck the proposed fee is $20. 

THE CHAIRMAN: That is the report of the railway 
committee on motor vehicles? 

HON. MR. MAJOR: Yes. 

THE CHAIRMAN: I think we already have that. 

HON. iiR. MAJOR: The proposed fco for a ten ton 
truck is $502, so thet the provinces arc going in the red 
to the extent of $494.62 ver truck. 

MR. COTTINGHAM: You spoke a while ago of reduction 
of rail services. We have found that thet works this way. 
Around the cities much of the milk which has been brought in 
by train must of course be delivered daily, and if the 
train service is reduecd to three or to two trains a week, 
there is a demand on the part of the shippers for a daily 
service, and we will heve two or threo shippers from points 
on that particular line asking for a trucking service. It 
is almost impossible to refuse their request in such cir- 
cumstanccs. Then further out in the country where there is 
& reduction of train service the local train man will come 
in and say:"For so many ycars I have made my living by 


moving goods from the reilway wharf to the merchents in town; 
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now the railway has reduccd its scorviecs to such an extent"- 
don't forget that the merchants in the country towns today 
arc able to compete with the chain store only because of 
their light stock and their rapid turnover, tho stock being 
Maintained by deily dcliverices from the trueks -- "the 
railway has made such a reduetion of scrviccs that these 
merchants want me to start hauling from the wholesale in 
Winnipeg or Brandon, as the casc may be, and my business is 
gone. If I don't do it the regular truck man on the roed 
Will." There agaginyou are in a difficult position, because 
this man's livlihood is gonc. The merchants demand the 
service, and we have felt thet in a grcat many cases we 
are forecd by the discontinuancc of rail serviecs to give 
certificatcs to the compctitors of the railway. Onee these 
chaps get in there I do not know how the rellwey is going 
to get them out, 

THE CHAIRMAN: Well, Mr. Prime Minister and gentle- 
men, it has been @ yery intercsting morning and we are 


indeed much obliged to you. 


At 12.00 noon the Commission adjourned. 
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ROYAL COMMISSION ON RAILWAYS AND TRANSPORTATION 


The Royal Commission appointed to inquire into 
the whole problem of transportation in Canada, parti- 
cularly in relation to railways, shipping and communi- 
cation facilities therein, having regard to present 
conditions and the probable future developments of 
the country, met at the Parliament Buildings, Ottawa, 
on Monday, January 4, 1932. 


PRESENEs 
RIGHT HON. LYMAN POORH DUFF, P.C., Chairman 
RIGHT HON. LORD ASHFIELD 
BHAUDRY LEMAN, Esa., 

Commissioners 

LEONOR FRESNEL LOKSE, Esq., 


WALTER CHARLES MURRAY, Esa., 
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JOHN CLARENCE WEBSTER, Esq. 


Arthur Moxon, Esq.,K.C., Secretary 


George W. Yates, Esq., Assistant Secretary 


Officials of Canadian National Railway Company 


Sir Henry W. Thornton, K.B.E., President 


S. W. Fairweather, Director of the Bureau 
of Economics 


S. J. Hungerford, Vice President of Operation 
and Construction 


A. J. Hills, Assistant to Vice President, 


CGC. S. Gzowski, Chief Engineer of Construction. 
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Parliament Buildings, Ottawa, 


Monday, January 4, 1932. 


APTERNOON SESSION 


The, Comtilesion met at 2.30 p.m. 


THE CHAIRMAN: Unfortunately Sir Joseph Flavelle 
cannot be with us today; he hopes to join us tomorrow. 

Sir Henry, we should like to hear from you with re- 
spect to suggestions as to the manner in which the railway 
situation can best be deals with. 

SIR HENRY THORNTON: Mr. Chairman and gentlemen, you 

ave now, of course, had an opportunity of examining the two 
properties, and have no doubt heard a good many opinions 
expressed. What I have to say is largely suggestive, and I 
hope helpful. Anything that I may suggest I should like to 
reserve an opportunity to alter in detail as objections may 
be revealed which quite justifiably might modify such sug- 
gestions. 

The solution sought of the railway problem of 
Canada is ooviously that which will result in a maximum of 

efficiency, that is to say economy, and at the same time 
provide such transportation facilities as will permit commun- 
ities in particular and the nation as a whole to progress 
without hindrence. 


ad 
In pursuit of this objective the amalgamation of the 


two transcontinental companies, namely, the Canadian Pacific 
anc the Canadian National, has been discussed. Like inost 
remedies, it hes advantages and disadvantages, and a sound 


conclusion can only be reached by striking a balance between 


che two, not overlooking the chances of practical achievement. 
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Amalgamation under some unified form of adminis-~ 
tration will, in theory, produce the maximum of economies 
of which a material proportion will doubtless PP atey of EG 
has been estimated that these economies would yield a return 
of something like (360,000,000 per annum, increasing pro- 
gressively from the first year, and reaching the figure 
named perhaps at the exptration of a five year period. 
Whether all of this sum can be salvaged by amalgamation is 
arguable, but whatever it may be it should not he ignored in 
the discussion, and it would represent after its full attain- 
ment a continuous and annual return. 

Oné of the inherent disadvantages of any state~ 
owned enterprise such as the Canadian National Rallway, is 
the problem of political interference ~~ and one might also 
add, public pressure. In making this statement I wish it 
distinctly understood that I imply no criticism of any party 
or any government, present or past. I merely state a funda- 
mental and universally admitted condition. 

fne leaders of all political parties and the people 
of Canada as a whole are a unit in their desire to prevent 
political invasion of the Canadian National Railway. But 
the plain fact is that irrespective of such wishes and de- 
sires, the problem presents difficulties beyond the control 
of our leaders, be they ever so patriotic or high minded. 
After all in any form of popular government it must be 
accepted as axiomatic that the business of government is 
politics and, irrespective of whether one likes it or not, 
politics is something with which a government must reciron 
trek) OP IS Seth LvrEbes . 

This difficulty would of course be removed if the 


two railways were amalgamated under private ownership; but 
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at once there is aroused in the minds of the citizens of our 
Dominion that fear which is quite justifiably displayed when- 
ever a great and formidable monopoly appears -- a fear which 
the activities of many monopolies in the past have justified. 
There will also be the criticism that with the removal of 
competition there is bound to be a deterioration in service 
and efficiency, irrespective of the desire and effort of the 
management to avoid such results. 

In short, for a variety of reasons, of which two have 
been expressed, the amalgamation of the Canadian National 
and the Canadian Pacific would be definitely repugnant to the 
people of the Dominion in my judgment; and, apart from any- 
thing else,it becomes politicaily impracticable. I believe 
it,must therefore be discarded as a solution. 

Perhaps some of you would like to ask me some gquest- 
ions with respect to what I have said as to this suggested 
solution of the proolem. 

LORD ASHFIELD: Personally I would rather wait for 
a fuller statement. 

SIR HENRY THORNTON: That is all I have to say at the 
moment on the subject of amalgamation. 

With the abandonment cf amalgamation we must address 
ourselves to: first, the development of that form of direction 
and administration which will, as near as may be, approach 
that of a prudently and efficiently organized private enter- 
prise, which would necessarily involve the reduction of 
political interference to a minimum; second, the development 
of an intensive degree of cooveration between the two compan- 
ies in order that waste in whatever form it is found may de 
eliminated. 


Waste may be broadly divided into two classes: 


— =, OL 
» @f @rci'y weet: uss, in 


i ee 
wad: “L> or eeei nie aad 
wale bie, 
25 i¢¢endinne 
ition ae 
Te 


na Sosital ae oO 


tio - ante 
np tin 


3] ; : - rh al 
WIed 203 L2TOKRe Sal gGaD’ aise Brads Lf? sar 


PUREE OSE Retest i ge oe) 
Mi 
ve * 
i 

é he ra 

7 - 

CiLefind, @ Ot am ‘ 

Lehr gan Neh 


~ 670 - Sir Henry Thornton 


first, unnecessary or redundant services; second, canine, 
expenditures for the purpose of one company or the other 
gaining a competitive advantege., 

To accomplish the first purvose, it is provosed that 
the direction and administration of the Canadian National 
Rallways be confided to a Board of Directors of ten individ- 
uals, two of whom should be the president of the company and 
the legal vice-president, two Conservatives, two Liberals, 
two Progressives, one representative of Labour, and a repre- 
sentative of the Minister of Railways and Canals. The two 
(officers of the company named would ex-officio pecome members 
of the board. The responsibility of selecting the other 
members should be reposed in the government. The two desig- 
nated officers of the company should remain members of the 
board for the period of their official connection with the 
enterprise; the other members of the board should hold office 
for a minimum of five years, with the exception of the repre- 
sentative of the Minister, who would hold office at hig 
pleasure; and all would be removable only for malfeasance. 
They should be paid a salary sufficient to justify the time 
which would necessarily have to be devoted to the adminis- 
tration of the company's affairs. 

The geographical selection of directors is a popular 
but faulty doctrine. It is presumed of course that in making 
appointments of such importance the government would select 
individuals of high reputation and of that degree of integ~ 
rity which should inspire confidence. With such qualifi- 
Cations geography should disappear, because it is incon- 
ceivable that any individual so selected would unduly or 
unfairly further or injure the interests of any particular 


province. For example, the Prime Minister of Canada. in his 
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official capacity represents all of the people ofthis 
Dominion; he has at heart the welfare of every section. The 
same motive may be expected from those who wovld constitute 
the Board of the Canadian National Railways. The selection 
of directors according to geography after all only results 
in different provinces seeking to gain advantages with none 
accomplishing much. The result of equal forces pulling in 
opposite directions is always a stationary condition. It is 
essential that members of the board reside within a reason- 
able distance of the headquarters of the company in order 
that they may be available for sueh mestings as the conduct 
of the company's business may require. 

As a matter of vital necessity, with the appointment 
of such a super-commnission as has been herein described, the 
administration of the affairs of the company should be left 
entirely and strictly to that body, except insofar as capital 
expenditures are involved. The government, representing the 
people of Canada, is . proprietor of the Canadian National 
Rallway system. The finances of the railway have a direct 
and important effect upon the finances of the government. 

It is therefore both proper and essential that the govern~ 
ment should have a determining voice with respect to what 
capital expenditures should he. 


Insofar as operating expenses are concerned, they 
may be safely left to the hoard, and, under the direction of 
the board, to the cfficers of the company. No board can 

? £ 


efficiently deal with the minutiae and detail of operating 


expenses. The board can only exercise general vigilance and 


determine general policies; the rest will have to be left 


to the good faith, the technical skill and the pride of 
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the company's officers. 
It is suggested that this Royal Commission be con- 
tinued for a period at least in the selection of three of 


” 


its Canadian members, and that t 


he Royal Commission go con-~ 
stituted receive, examine and determine the annual capital 
budget of the Canadian National Railways. Upon dstermination 
of the amount of the capital budget the Hoyal Commission 
should issue a certificate of the amount so determined to the 
Minister of Kailways and Canals, who will then present the 
recommended amount to Parliament for the necessary avpropri- 
ation. The Commission should also be empowered to discuss 
with the officers of the co: pany the expenses and operations 
of the railway for the preceding year, and should nave con- 
ferred upon it exclusively the same powers of examination as 
are now exercised by the Select Committee of Parliament on 
National Railways and Shipping. 

The Royal Commission, in addition,should se vested 
With ihe Lollowing powers ; 

(1) To approve and issue a certificate of convenience 
and public necessity with respect to any capital expenditure 


on the part of any railway in Cansda subject to Federal con- 


trol which involves the public issue of securities. 


an 


(2) To enforce, upon the representation of any 


company or upon the volition of the Commission ttsekt., suck 


efficiency and the elimination of waste Es may be thought 
desirable, the authcrizaticn of pooling arrangements with 
orceé upon both railway 
companies any policy in the direction of cooperation which, 
in the judgment of the Commission,may De found to be in the 


4uterests of the nation as a whole. 


fat O48 130 apesdege 


. = 

‘ 7 7 Zs 
~~ . ' ga 
- 


Gye 
aa 


-~ 673 - Sir Henry Thornton 


The necessary statutesshnould be enacted to legalize 
these recommendations, and there should be no appeal to the 
Gevernor in Council. 

In the matter of immediate cooperation the following 
proposals are, in part, suggested: 

1. The pooling of all competitive vassenger services, 
and probably the pooling of all passenger services whether 
competitive or otherwise. 


2e The elimination of competitive city ticket 


5. The coordination of competitive fast freight ser~ 
VuRCeo. 

4. The elimination of trackage where there is defin- 
ite duplication and where one line can perform efficiently 
the services of both companies. 

5. The consolidation of the telegraph companies of 
both the Canadian National and the Canadian Pacific into one 
company, each to have an equal interest. Such joint company 
to be administered as the two companies may decide. 

G. The same arrangement with respect to the hotel 
systems of both companies. 

7. The joint use of local facilities wherever prac~ 
ticadle and economical. 

SO. The interchange oftraekage rights and the use of 
each others lines wherever economical, 

And finally, the financial structure of the Canadian 
National xailways should be reviewed and put on a properly 
capitalizable and orderly basis. 

In the matter of ocean services, the Canadian Govern- 
ment Merchant Marine should either be modernized or aban- 


doned. Insofar as the administration of this activity is 
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concerned, the Canadian National Railway merely acts as the 
agent of the government. The future of the Merchant Marine 
is one of governmental policy. 

THE CHAINMAN: You speak of the pooling of passenger’ 
services, Sir Henry. You have not worked that out in detail 
av B11% 

SIR HENRY THORNTON: No, that has not been worked out 
in detail, Mr. Chairman, but I can see no insuperable diffi- 
culty with respect to it. 

THE CHAIRMAN: The chief advantage, I suppose, would 
be the elimination of competition in these costly services? 

SIR HENRY THORNTON: The chief advantage would be the 
elimination of what might descrised as redundant services 
with no inconvenience to the public. 

TH: CHAIRMAN: Yes. 

COMMISSIONER WEBSTER; You have mace no estimate of 
what might be saved to the C.N.R. over and above the present 
arrangements? | 

SIR HENRY THORNTON: Your question would be, doctor: 
If those suggestions were adopted how much money could be 
saved as compared with present condi tions? 

COMMISSIONER WEBSTER: Quite -- on the C.N.R. 

SIR HENRY THORNTON: Mr. Fairweather has answered that 
question, and I think he is probably in a better position to 
do so than I am. His estimate is $30,000,000. Is that 
right? 

Mak. FALTRWEATHER: For both systems. 

THE CHAIRMAN: What about the Canadian National? 

MR. PAIRWEATHER: About sixty per cent would be for 
the Canadian Netional. 


THE GIAIRMAN: When would that become fully effective? 
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MR. FAIRWEATHER: In nry judgment, based upon the exper~ 
lence gained in the case of the Canadian National, TI should 
say that that could not be fully worked out short of three 
years and quite possidly five. 

THE CHAIRMAN; Three years would be the minimum? 

Mn. FPATRWSATHER: Yes, sir. There are so many detail~ 
ed technical problems involved in a matter of that kind thet 
very careful study would be necessary before one would leap 
in the dark, so to speak. 

SIR HiNRY THORNTON: Necessarily in a thing of that 
character much depends upon the volition and good will and 
desire of the two contracting parties. If both companies 
entered upon such a general scheme of cooperation with an 
enthusiastic desire to bring it to fruition as soon as pos- 
sinle, of course that fruition would be expedited. And 
necessarily when two interests start to do anything, how well 
it is done depends on how quickly they both move. In saying 
that I in no sense express a view that either company would 
be reluctant, but I merely state a fact which would occur to 
an unprejudiced observer. 

COMMISSIONER WEBSTER: You are speaking from the point 
of view of what is theoretically attainable? 

Sint HENRY THORNTON: Precisely. 

THE CHALTRMAN: You refer to some of these matters in 
rather seneral terms, Sir Henry. Take as an example the 
interchange of traffic -- I do not think that is the precise 
phrase you used. 

STR HENRY THORNTON: Perhaps you are referring to 
interchange of trackage rights? 

THt CHAIRMAN: There is something else. 


STK HENRY THORNTQ: Joint use of local facilities? 
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THE CHAIRMAN: Wo. 

SIR HENRY THORNTON: Can you, Mr. Fairweather, give 
expression to what is in the Chairman's mind? 
in mind is the matter of the rearrangement of interchange 
CPElI Les 

THE GQIATRMAN: Quite so. Perhaps that is not included 
among the suggestions? 

MR. FAIRWEATHER: I do not think that is included in 
what Sir Henry had in mind. That was a thought of my own. 

I think Sir Henry would egree with it, as I distinctly remem- 
ber having discussed it with him.) It relates to the full ‘co- 
operative interchange of traffic between the two systems to 
the exclusion of foreign carriers. For instance, the Cana- 
dian National Railway at the present time might favour in 
territory west of Chicago -- 

THE CHAIRMAN: That is not quite what I. had in mind. 
Perhaps after all it is something that may not be of any 
great economic advantage to either railway. I was thinking 
of the through routing of traffic, generally speaking. 

MR. PAIRVEATHER: I get your point now, air. That is 
another matter I remember discussing with you. That is where 
one railway had superior facilities to the other. 

THE CHAIRMAN: Yes. 

MR. FAIRWEATHER: For instance, the movement of grain 
to Vancouver from northern Alberta territory; obviously it is 
cheaper to send that over the Canadian National Railway from 
Bdmonton rather than over the Canadian Pacific through 
Calgary. That is what you had in mind? 

TH CHATRMAN: Yes. 


MR. PAIRWEATHER: I think there is very great economy 
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to be effected in matters of that lind. 

SIR HENRY THORNTON: I do not think anyone could draw 
up a complete list of the possibilities of cooperation just 
off the bat, or even after a week!s examination or more. 
What would happen is that if both railways were enthusias-~ 
tically cooperatively minded, and proceeded to explore in 
that spirit this avenue of coopcration, almost every day new 
things would be uncovered which could be cxamined and. perhaps 
adopted. 

THE CHAIRMAN; T was rather thinking of this, Sir 
Henry: You contemplate some Board -~ speaking of the Royal 
Commission ~~ that will exercise certain control with regard 
to cooperation. In other words, you contemplate vesting in 
the Board compulsory powers. 

SIR HENRY THORNTON: Precisely. 

THE CHAIRMAN: Of course, broadly speaking you could 
not very well say thet a Board composed of A, B and © should 
have unlimited powers to compel two railways to cooperate. 
You would have to limit in some way the lines along which 
these powers could be prone ddeas and soon.) Ivwonder af thar 
hes soeen; worked: out? 

SIR HENRY THORNTON: No, it has not been worked out. 
But as a matter of fact I would give to this Board,so-called, 
mandatory and complete powers. with a Board so selected one 
could repose very complete and mandatory powers in their 
hands. 

LORD ASHFIELD; Would vou mind repeating how you 
propose that that Board should be appointed? 

SIR HENRY THORNTON: I suggest that from the Canadian 
members of this Board three be selected by the government. 


LORD ASHFIELD: Which Board? 
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Sik HENRY THORNTON: This kKoyel Commission. 

LORD ASHFIELD: That would be the full board? 

SIR HENRY THORNTON: That is my idea: it could be five; 
but one usually finds thet the smaller the board the more 
efficiently it operates. 

THE CHAIRMAN: I do not think this Commission, Sir 
Henry, is likely to make such a representation to the govern- 
ment! 

LORD ASHFIELD: I am not quite clear in my mind as to 
the principle you are pursuing in attempting to solve this 
problem. I gather that you discard ~ any thought of a 
public company being responsible for the provision cof all 
railway service in the Dominion? 

SIR HENRY THORNTON: I discard that because it seems 
to be impossible of achievement. 

LORD ASHFIELD: I am only trying to get clear in my 
mind your plan. 

STK HENRY THORNTON: Quite so, 

LORD ASHFIELD: I gather too that you discard national-~ 
izing the railway systems as a whole, such as we have under-~ 
stood it. 

SIR HENRY THORNTON: If by nationalizing you mean 
nationalizing also the Canadian Pacific, yes. 

LOXD ASHFIELD: I do, taking them together as a com- 
plete system of railway transport, disregarding at the moment 
how they may be divided as to ownership. So you discard 
privateownership on the one hand and government ownership on 
the other? 

SIN HENRY THORNTON: If they involve a monopoly; which 
they do. 


LORD ASHFIELD: So you abandon both of them? 


—_— 
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SIR HENRY THORNTON: fT abandon any monopoly, whether 
it be private or pup lic. 

LORD ASHFIEID: Let me see whether I fully appreciate 
what might perhaps be described as a compromise between these 
two systems. As [I understand your Propesel 2b te ‘thee oo 
and I am only trying te deal with very broad principles at 
the moment. 

SIR HENRY THORNTON: Quite SO.» 

LORD ASHFIELD: First of all, you sre suggesting that 
the Canadian National Railway system as it exists today 
should be continued? 

STR HENRY THORNTON: YOs s 


LORD ASHFIELD: You ara proposing that the Canadian 


Pacific Railway System as it exists today should be contin- 


SIR HENRY THORNTON: Precisely. 
LORD ASHFIELD: I gather too that you are proposing, 
So far as the every day detailed operations of these comrpan- 


eS are concerned, they should be continued pretty much as 


je 


LORD ASHFIELD: With the more or less orthodox scheme 
of management such as you have of the Canadian National and 
the Canadian Pacific? 

OIR HENRY THORNTON: Precisely. 

LORD ASHFIELD: You are also proposing, as I under- 
stand, that the government shall be responsible for appoint- 
ing a. board of directors -- 4¢ f may use that phrase ~~ in 
connection with the Canedian National Railways? 

Sin HENRY THORNTON: Precisely, 


LORD ASHFIELD: And that there shall be two o7f: 
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of the Canadian National Railways ex-officio members of that 
board? 

SIR HENRY THORNTON: Which has been the procedure for 
many years. 

LORD ASHFIELD: Who would select those two? 

SIR HENRY THORNTON: The government. 

LORD ASHFIELD: The government, then, would be respon- 
sible for selecting the ten members of the board? 

STR HENRY THORNTON: Precisely. 

LORD ASHFIELD: But the fact would be that of the ten 
members selected by the government two would become executive 
officers of the Canadian National Railway system: Do I put 
Oy en eR Ta 

SIR HENRY THORNTON: You do. 

LORD ASHFIELD: And they would be all-time men and 
paid accordingly? 

SIR HENRY THORNTON: Precisely. 

LORD ASHFIELD: The remaining eight would be sort of 
lay men? 

STR SENRY THORNTON: Precisely. 

LORD ASHFIELD: Having certain qualifications and 
giving only part cf their time? 

STK HENRY THORNTON; Exactly. 

LORD ASHFIELD: But to all intents and purposes they 
would be the board of directors of a company such as you 
have been accustomed to preside over? 

STR HENRY THORNTON; Precisely. Might I just inter- 
rupt to say that there were certain suggestions made with 
respect to the politicial affiliations of those directors; 
that is, there were to be two Liberals, two Conservatives, 
two Progressives ana one representative of Labour, and they 


were to hola office for a minimum of five years to insure 
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some continuity of policy. 

LORD ASHFIELD : Yes, I appreciate that. Ag regards 
the Canadian Pacific -- which of course must be looked upon 
as a partner in a scheme of this kind -- its directors would 
be appointed by the shareholders? 

SIR HENRY THORNTON: Precisely. 

LOND ASHFIELD: And they would function just as the 
board of directors of any company would fumction? 

SIR HENRY THORNTON: Precisely. 

LORD ASHFIELD: I am sorry to be cross examining you, 
but I want to get the facts in my mind. 

SIR HENRY THORNTON: Certainly. 

LORD ASHFIELD: We have reached that stage: Two 
boards, one responsible for the policy and management of the 
Canadian National, and the other responsible for the policy 
and management of the Canadian Pacific 

SIR HENRY THORNTON: Yes. 

LORD ASHFIELD: Up to this stage we are just where we 
are today? 

STR HENRY THORNTON: Precisely. 

LORD ASHFTELD: You have got two competitive systems? 

SIR HENRY THORNTON: Precisely. 

LORD ASHFIELD: I gather that what you have in mind 
is the elimination of competition? 

SIR HENRY THORNTON: Certainly. 

LORD ASHFTELD: You do not propose that there shail 
be any competition between these two companies? 

SIR HENRY THORNTON: Only that. which might be des- 
cribed as laudable competition in pursuit of good service. 

LORD ASHFIELD: That is what I am trying to find out. 


Perhaps if we go one stage further we shall discover what 
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that competition is. You propose that a sort of super- 
board shall be established by Act of Parliament and shall be 
vested with certain powers? 

SIR HENRY THORNTON: Yes. 

LORD ASHFIELD: Powers which will override all of the 
powers of the Board of the Canadian National and of the Board 
of the Canadian Pacific? 

SIR HENRY THORNTON: That is true. 

LORDASHFIBID: So by Act of Parliament you would pro- 
pose to wipe out whatever rights the shareholders of the 
Canadian Pacific might have? 

SIK HENRY THORNTON: No, no more than the rights of 
the shareholders of the railways of the United States have 
been wiped out by the Interstate Commerce Commission Act as 
it now stands upon the statute books. 

LORD ASHFIELD: I am not arguing that the scheme has 
not merits. 

STR HENRY THORNTON: I do not think that in any sense 
it wipes out the equity of the shareholders of the Canadian 
Pacific Railway; in fact, if anything, I think it would tend 
to improve their equity. 

LORD ASHFIELD: That might be the effect of it. But 
I am coming to the point that the Chairman has made, that 
in drafting an Act of Parliament to vest in some statutory 
body certain rights, these rights must be very, very care- 
fully defined. 

SIR HENRY THORNTON: Precisely. 

LORD ASHFI&LD: If I appreciate it at all, that seems 
to me to be the pivotal point in your whole plan, that the 
Act of Parliament must determine in great detail what the 


rights of this superboard would be. 
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STR HENNY THORNTON: Obviously that would have to he 
the case. 

LORD ASHFIELD: If you are going to eliminate com- 
petition between these two companies, as I see it, the only 
elternative to competition must De a complete fusion of in- 
terests; or in the absence of a complete fusion of interests, 
you must clothe this superboard with complete powers to inter- 
vene in the event of there being a disagreement between the 
board of the Canadian Pacific and the board of the Canadian 
National. You see, so far as I understand your scheme, no 
provision is made for a meeting between these two boards; 
they are not fused in any way. 

SLR HENRY THORNTON: Oh no. 

LORD ASHFIELD: Except as good will and cooperation, 
=e you described it, might determine. But at the same time 
it is very possible, is it not, in a scheme of this kind that 
the Canadian Pacific or the Canadian National might take a 
view of a matter different from that of the other party con- 
cerned; there might be a difference of views on a question of 
policy; -- 

STK HENRY THORNTON: Unquestionably there would 


LOD ASHFIELD: -- and therefore there must be some 


s 


arbitrary power given to some Dody to determine in. such 


v 


ST HENRY THORNTON; That was the power which I 
suggested should be vested in this suverboard. In other 
words, my theught was that a reasonable degree of competition 
f gervice would go on between the two companies, 
and as long as they are separate entities there has got to 
be a certain desree of what I descrit:e¢ as harmless compe~ 


tition. But the object of the establishment of this super- 
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commission was: First, for the purpose of enforcing co- 
operation wherever cooperation could de economically enforced; 
and, secondly, to prevent competitive capital expenditures 

on the part of both companies for the purpose of gaining a 
selfish advantage of some sort or other. [If those two things 
could be accomplished by such a tribunal, then what was left 
of competition could hardly be described as wasteful; it 
might well be regarded as in the public interest. 

LORD ASHFIELD: Necessarily I must speak rather 
hurriedly in matters of this kind because there has been such 
a short time to study your plan. Would I accurately describe 
it if I say that your proposal boils down to this: That the 
financial responsibility in connection with the Canadian 
National and the Canadian Pacific would be vested in a board 
appointed by the government of the Dominion? 

SIR HENRY THORNTON: That is what it would practically 
come down to. 

LORD ASHFIELD: The shareholders of the Canadian 
Pacific- having no rights of any sort whatever? Correct m i 
T am wrong. 

SIR HENRY THORNTON: Having no right to make any pub- 
fic issue without the approval of the superboard. That regu-~ 
latory power exists in other countries today, and, whether 
reluctantly or not, it has become accepted. 

THE CHAIRMAN: You dropped an expression a moment ago 
that I should like to come back to with regard to the Inter- 
state Commerce Commission. Is what you have in mind really 
such a supervisory power as is exercised by the Interstate 
Commerce Commission? 

STR HENRY THORNTON: I can put it this way: I suggsst 


that because I can think of no better way to regulate 
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competitive capital expenditures. Now, if someone can think 
of a more effective way, I should be quite open to its accept- 
ance. ij merely Meee ene the pest that occurs to a feeble mindl 

THE CHATHMAN: Of course this board that you suggest 
would, I suppose, really exercise two different types of fun- 
ctions. As regards the Canadian National, it would exercise 
a more intimate control than as regards the Canadian Pacific 
in respect of expenditures and so on; of course, the budget 
would have to be submitted to it? 

SIR HENRY THORNTON: Certainly. 

THE CHATRVAN: In that sense, in a proprietory way, it 
would represent the government? 

Sik HENRY THORNTON: Precisely. 

THE CHATRMAN: It would be the agent of the people of 
Canada as proprietors of the railway? 

SIR HENRY THORNTON: precisely. 

THE CHATUMAN: On the other hand, it would exercise 
certain supervisory, subordinate legislative powers, within 
the scope of which would come both railways? 

STR HENRY THORNTON: And would act as umpire. 

THE CHAIRMAN: Yes. 

LORD ASHFIELD: World this superboard -- I am using 
thet phrase for the moment -- by Act of Parliament have the 
right to enforce upon the Canadian Pacific any future capital 
expenditure? 

SIR HENRY THORNTON: It was not my thought that it 
would have the right to initiate and enforce upon the Canadian 
Pacific capital expenditures. 

LORD ASHFTELD: Would it have such powers with respect 
to the Canadian National? 


SIR HENEY THORNTOQY: Certainly. 
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LORD ASHFIELD: Therefore, if the Canadian Pacilic 
said, "No, we are not going to build a branch line into a 
certain area," this superboard could say to the Canadian 
National, "Then you build it," 

SIR HENRY THORNTON: The board would be the umpire ag 
between the two. I take it that what you have in mind ig 
this: If one or the other railway wanted to build into a cer= 
tain territory, the super-commission would have to say which 
railway was going to build the line, or whether or not the 
Jone ehowid me Dusit etyal 1. “Have I made it clear? 

LORD AGI FINID: Perfectly clear. But I was wondering 
how you overcome the difficulty which ts inherent in the 
present situation, whereby this board would have behing: 1 
in the use of its mandatory power the public purse; whereas 
in respect to the Canadian Pacific you have only got the 
shareholders. As I understand it, part of your plan is some 
adjustment of the capital account of the Canadian National 
Rallways: that is an attempt, I take it, to bring the earning 
power of the system more nearly into relation with the capital 
investment? 

SIR HENRY THORNTON: Any suggestion I made with re- 
gard to the capital structure of the Canadian Wational Rail- 
Weys might heve been made without any reference to this 
Commission whatsoever; it has nothing whatever to do with the 
super=-commission. It is merely a recommendation that the 
financial house of the Canadian National Railways be put in 
an orderly condition. After all, our financial structure igs 
highly disorderly. We have in our capital structure many 
_ items which are not Capitalizable, ought not to be Sui. 7 
merely make the suggestion, and I can put it no differently -- 


that our financial house be put in an orderly state. It has 
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no effect upon this Commission or the €arning power of the 
abeoahy or anything else of that sort. 

LORD ASHFISLD: Do you propose as part of your plan 
that the Canadian National Kallways shall be overated on a 
commercial basis? | 

SIR HENRY THORNTON: It should always he operated on 
a commercial basis. 

LORD ASHFIELD: Would you make that a sine qua non 
of your scheme? 

SIR HENRY THORNTON: Perhaps we are at variance in 
regard to terms. 

LORD ASHFIELD: On the same basis that the Canadian 
Pacific must be operated or it would die. 
apply the word "commercial". 

LOHD ASTRPTHLD: An adequate return on the capital in~ 
vested in the railway. 

SIR HEVRY THORNTON: Oh no. Insofar as ‘the revision of 
our capital structure is concerned, the fundamental principle 
is that the funded indebtedness of the company should only be 
represented by the money which has actually gone into the 
property. For instance, I do not regard money which has been 
paid to make up operating deficits in years past as a proper- 
ly capitalizable item. 

LORD ASIFTELD: Quite true. 

SIR HENRY THORNTON: Then it will have to stand or 
fall on that basis, as the case may De. There have been, I 
might say, two objections expressed to the revision of our 
capital atructure: That the capital of the company might be 
pactiied to such an amount that it would excite either demands 


for reduced freight rates, or demands for increases in wages. 
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Now, it does not seem to me, so far as theoretical finances 
are concerned, that those two o)jections have not really any- 
thing to do with it. You have gct to pay the going wage to 
your men; and whether you are capitalized high or low you 
cannot charge more than certain freight rates unless you kill 
the treffic. So I have never seen aisle to see how those were 
factors in the situation. J can put it this way: I am only 
asking for an orderly financial house. For instance, our 
accounting expenses are very high necause we have so many 

Gr leven. Kinds of securities and corporate entities to main- 
tain. I want to see if I cannot reduce to an orderly con- 
dition all that sort of stuff so that little by little we 

can work eway from it. 

TH: CHATHMAN: You are using the term "capital struc- 
ture” with a rather “road intent, I fancy? 

SIR HENKY THORNTON: Yes. 

THE CHATRKMAN;: You mean that in the organization of 
the whole system you have innumerebdle companies, -- 

SIR HENAY THOnNTON;: I really do not know how many we 
havee 

THE CHAIKMAN: -- and you have all kinds of over- 
lapping securities. The accounting must be extremely com- 
plicated. I suppose -rou have in mind putting UA rOlk (Some se 
2asis that ordinary people can understand it. 

SIR AENKY THORNTON: You have expressed extremely well 
just what I have in mind. 

LORD ASHFIULD: You prefaced what you had to say this 
arcernoon: Dy referring to political) and public: pressure. upon 
an underteking constituted as is the Canacian National xail- 
Wopsa  LmOnrese tn Me vet hiicult: for mete. fosvow your. argu- 


ment in relation to this proposed board unless there is some 
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limit placed upon the powers which it may exercise. Why do 
you think public or political pressure would we less under 
your plan than what it is today? Let me go a stage further. 
Unless those resvonsisle for the management of the Canadian 
Netional have some restriction put upon them as to what the 
railway system can earn in relation to its capital, and the 
Canadian Nationel throveh pressure by the government wes pre- 
pared to do certain things, would it not place the Canadian 
Pacific -- which would be a partner in this arrangement -- at 
a very serious disadvantage? Is it not conceivable that under 
your plan the government might desire certain things done, 
things which in themselves would not pay, and which the Cana- 
dian Pacific by virtue of its financial arrangements would be 
unadle to perform? 

By way of illustration let me give you our experience 
in London. There was a proposal to establish a public board 
to take over all the undertakings, company cwned and govern-~ 
ment owned. As a fundamental, inherent part of the plan, the 
Dubiic board, vested with responsinility for managing 
these undertakings, is by Act of Parliament compelled to 
charge such fares and to operate the services .so that their 
solvency is maintained. In other words, the return upon the 
capital is fixed, and the board is under statutory obligation 
to earn that money by charging the fares necessary to do so, 
and the public have no right to intervene until such time as 
the board is earning more than the amount that is necessary 
for that purpose. We have always thought that that was the 
only safeguard you could devise against public and political 


interference. 


So far as I can judge your plan, it makes no provision 


whatever for that contingency. In fact it might leave things 
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in exactly the same ynosition as they ere in today, because in 
the absence of some definite instruction or obligation put 
upon this board by Act of Parliament, it must depend entirely 
upon the personnel how the Canadian National Railway system is 
run. Therefore whatever the Canadian National Raillways may 

do with the consent of this board must react upon the Canadian 
Pacific, and in turn must of course react upon the obligations 
which the Federal Government would be required to meet as a 
result of their investment in this railway system. 

SIk HENRY THOINTON: I thought in the proposal I made 
I was accomplishing precisely the purpose which you have in 
mind, and which I think is an essential objective to be 
reached. It was my thought thet the super-commission which T 
have proposed would act as a deterrent to unwise, wasteful 
capital expenditures. 

LORD ASHFISLD: They would not be allowed to make ex- 
penditures unless they could be justified by the return on 
their capital? 

SIk HENRY THORNTON: Certainly, that is presumably 
what the functions of the dDoard would be. 

LORD ASHFIELD: You rccommend that sort of restriction 
should be placed upon the commission? 

SIR HENRY THORNTON: I think there should be definite 
restrictions nieeed upon the capital expenditures of both 
companies, for after all the credit of the Canadian Pacific 
is just as much the credit of the people of Canada as is the 
eredit of any one of its banks or of its ‘other great enter- 
prises; and the last thing -- I say this with such emphasis 
ag I can command ~- the last thing I should want to see would 
be anything undertaken which would jeopardize that credit, 


and I should rejoice in anything that could be done to improve 
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that credit. 

LORD ASHFPIULD: Supervision of services and capital 
expenditures? 

SIR HENRY THORNTON: Precisely. 

THM CHAIRMAN; Would it really make any difference in 
principle if you separated the two functions as TI suggested 
before? The board thet you are speaking of would exercise 
functions of two quite different characters; in one role it 
would be the agent of the people of Caneda, looking after the 
property of the people of Canada, 

Sik HANKY THORNTON: Precisely, Mr. Chairman, 

TH. CHAIRMAN: In ancther role it would be a subordin- 
ate legislative body dealing with these two railways. Now it 
really would not make any difference in principle if you were 
to say that the present Board of Railway Commissioners should 
be reorganized, or that a body similar to it should be appoint~ 
ed, to exercise these regulative functions with respect to 
rates and so on; and that on the other hand budget and other 
related matters should be placed in the hands of a board such 
as you suggest. In either case the virtue of your suggestion 
would be this, would it not, that you propose an independent 
body of men, appcinted by Parliament, holding office for at 
least a determinate period of years, we will say holding 
office py the same tenure as the Judges of the Supreme Court? 

Sih HENRY THORNTON: And the longer the better. 

THS CHATHMAN: That is a detail. And you rely upon 
that quality of independence asa the public protection against 

he kind of importunity, solicitation, and such like pressure 
that experience shows a publicly owned railway is subject to, 
a pressure,which apparently seems to be pretty well conceded 


everywhere, that puvlic men find it impossible to withstand. 
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That is the virtue of your plan? 

SIR HENRY THORNTON: Exactly, Mr. Chairman. 

LORD ASHFIELD: You would give this superboard powers 
to enforce their directions? 

SIR HENRY THORNTON: Certainly, my Lord. It is no good 
appointing a commission of this sort unless a stick of dyna- 
mite is placed in one Land and an axe in the other. 

THE CHAIRMAN: That raises a question upon which, I 
understand, there has teen some controversy in the States -~ 
Mr. Loree is familiar with this; I know only the alphabet of 
it -- that the Interstate Commerce Commission acts as pro~ 
secutor, as judge,and as executioner -~ al] at the same time. 

SIR HENRY THORNTON: Apparently they do. 

THE CHAIRMAN: That is really not an essential part of 
your scheme as to the enforcement of orders? 

SIR HENRY THORNTON: What you say in criticism of the 
Interstate Commerce Commission -- Mr. Loree is more familiar 
with that than any of us ~~ is perfectly true. Insofar as 
the interests of the people of Canada are concerned, I think 
that with such a super-commission as I have proposed they 
would be as safe as human ingenuity can devise. Of course, 
it will be obvious to you, Mr. Chairman, and to the other 
members of the Commission that I have been simply trying to 
devise a scheme. There is a principle back of this scheme. 
Tf someone can think of some better vehicle to bring into 
being that principle, certainly I would be the last person 
to raise criticism. I am simply anxious to reach a certain 
position and to establish a certain principle. The vehicle 
I propose is the best I can think of; someone may think of 42 
better one. 


THE CHAIRMAN: The definition of the fields within 
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which your supervisory bodies are to act is of tremendous 
importance. 

SIX HENRY THORNTON: Quite so. 

THE CHATRMAN: That is the subject matters they are to 
deal with. You have expressed those in rather general terms, 
and I wonder if you could work something out. It is a matter 
in respect to which the application of railway experience 
is really very important. There must be many things of ordin- 
ary every day work that you must leave in the hands of the 
Doard of directors. A railroad cannot be subject to that 
kind of interference; you cannot have a body like that inter- 
Fering with them. 

SIR HENRY THORNTQY :That is precisely where I would 
draw the line, Mr. Chairman. 

THE CHATRMAN: But what are the subject matters? 
gmat goes right to the heart of the thing. I am not sug~ 
gesting that you have not any principle; the principle is 
there plainly enough; but in working it out it 1s essential 
to get at those things to which it would apply. 

SIR HENRY THORNTON: That is quite true. I wanted to 
draw as clear a line of demarcation as was possible between 
the administration of the Canadian National HKailway system 
in its details, which would be left entirely to its own 
poard of directors: but the determination of its capital 
budget annually would be in the hands of this superboard. 
Furthermore, insofar as the relations between the two 
companies are concerned in the matter of cooperatian, that 
too would be left in the hands of the board to enforce to 
such an extent as in the judgment of the board seemed to be 


in the interests of the public as whole and of both 


9 


companies. 
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COMMISSIONER MURRAY: You spoke earlier, Sir Henry, 
of the initiative of this superboard. Does that apply to 
both companies? I think Generally its function might be des- 
eribed as regulatory and restraining, but you spoke of it 
initiating certain things. 

SIR HENRY THORNTON: That is true. I introduced that 
deliberately. It can be either put in or left out. Person~ 
ally I think it would be preferable to Sive this superboard 
very wide powers; but that is arguable. 


COMMISSIONSK WEBSTER: Sir Henry, supposing you could 


put together these two railways -~ I am speaking theoretically- 


and make the radical changes which have been suggested, such 
as tearing out lines here and there, merging passenger and 
freight terminals, and all the rest of it, would you expect 
that the economies which could be effected through the action 
of this mandatory board would in any avprectable length of 
time approach what you could accomplish by merging the two 
systems? 

STR HENRY THORNTON: All that would have to be a 
process of evolution, doctor. 

DOMMISSIONER WEBSTER: But wovld you give this board 
power to order the Canadian Pacific to tear up this line, or 
the Canadian National to tear up that line,as essential to 
economy? 

SIR HENRY THORNTON: I would be willing to take a 
chance with a board of this sort. I am proposing a board of 
very high calibre. If it is of inferior calibre we shall 
have to limit its vowers. 

COMMISSIONHR WEBSTER: It would heave some such power 


as that? 
STK HENRY THORNTON: That would be my thought. 
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COMMISSIONSR LEMAN: Would it have to exercise certain 
authority even over the Board of Railway Commissioners? Be-~ 
cause they have the power of fixing rates. 

SIR HENRY THORNTON: No. My idea would be to leave 
the present functions of the Board of Railway Commissioners 
as they are in the matter of freight rates, safety devices, 
elimination of grade crossings, and a multiplicity of detail 
matters with which they deal. 

COMMISSIONER LEVMAN: The Board of Railway Commissioners 
have the power of altering freight rates? 

SIR HENRY THORNTON: Oh yes. 

COMMISSIONER LEMAN: Then they might defeat any budget 
ray, might be put through by that super-commission. 

Sik HENRY THORNTON: They can do that in any case, Mr. 
Leman. For instance, they can do anything with freight 
rates tomorrow if they like. 

COMMISSTONER LEMAN: So that the super-~commission 
might establish a warranted capital expenditure which by sub-~ 
sequent action of the Board of Railway Commissioners woudd 
become entirely unwarranted. 

SIR HENRY THORNTON: That is perfectly true. The Board 
of the Canadian Pacific Kailway today might decide upon the 
construction of a certain line or on some other activity on 
the assumption that freight rates were to be so and so, and 
a week or thirty days hence find that it had all been des- 
troyed by some action of the Board of Railway Commissioners. 
You would be no worse off than you were before. 

COMMISSIONE R LEMAN: That brings up the question 
raised by Lord Ashfield -- whether the fundamental basic 


principle should be commercial operation of the railways. 
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Sin HENRY THORNTON: That involves, I suppose, the 
principle that the rates and fares charged for pudlic ser- 
vices should be remunerative: and with that principle no 


railway man will quarrel. 


Page 717 follows. 
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LORD ASHFIELD: It does not follow, Sir Henry, that 
the phrasc “operating these railways on a commercial basis" 
necessarily means that the charges shall be on such basis as 
will produce an income adequate to provide a reasonable return 
on the capital, What it does suggest is this, that it is the 
basis for determining whether the railways are efficiently 
operatod or not; and if the burden of such rates and charges 
imposed by a mandatory body -- and they might be in the 
interestsof the community as a whole: I will accept that -- 
should not fall directly upon the railway, it would result 
in a lack of what seems to me at the moment to bo vital in 
the operation of any undertaking, namely some basis upon 
which you may know how efficiently you are carrying on your 
work. 

SIR HENRY THORNTON: With that principle again there 
cap be no quarrel. Might I venture -- not as a digression, 
although it might seem such -- to say this: that as a matter 
of fact the commercial development of Canada really only 
commenced about the year 1900, after the time the Canadian 
Pacific railway was built and the west and the cast were 
connected by adequate transportation veins; and consequently 
to-day Canada is ina state of progressive development. With- 
out the construction of at least a large percentage of our 
railway mileage in Canada we 'could not have made the develop- 
ment that has been made in the last thirty years. We have 
to face the fact that a very large amount of the capital that 
has been syent on railways in Canada has been spent for the 
purpese of developing the country. We are still in that 
stage of development; it may be fifty years before we get 
out of it, but. the pisin fact is that commercially as far as 


industrial Canada is concerned, Canada is yet a very young 
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country. Now, in order that that development might con-= 
tinue, the provision of facilities necessarily had to be 
two or three jumps ahead of the development. That is 
axactly what happened in the United States west of the 
Mississippi river; the railway construction took place 
there with great loss to capital -- all essential for the 
development of the empire of the west. So that our cone 
dition in Canada is not a stationary condition at ally LG 
is a condition which is going to progress year by year and 
decade: by decade:, and whether wo like it or not we have 
got to keep up with it -- what is more, keep a couple of 
jumps ahead of it. Have IL made myself clear? 

LORD ASHFIELD: Yes, perfectly clear, 

SIR HENRY THORNTON: That simply means that the 
the public -+ or perhaps the public is the wrong word; at 
any rate somebody has to bear the burden of this explora- 
tory work that has been done in the field of transportation. 

LORD ASHFIELD: Might I then, on that very point, 
ask you this question? Taking the two alternatives, first, 
that of having imposed upon a railway system rates which 
are not commercial rates and which will not allow the rail~ 
way to maintain financial solvency but rather result in a 
deficit being charged against the Government, and second, 
the payment of a subsidy by the users of this system of 
transport, a subsidy which would have to be worked out 
between the government and those responsible for the rail- 
ways, and a fixed sum paid to the railway company -- which 
of these two alternatives would you prefer? 

SIR HENRY THORNTON: Well, 1 think it is a sounder 
principle, and probably comes to the same thing in the long 


a Ta 
run, to put the transportation companies of Canada in a 
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position to stand upon their own feet. But I have always 
said in so far as the Canadian National Railways was cen~ 
cerned that the people could have it one way but not twe 
W&aYS8 6 You either can have low freight rates and more 
taxes te pay in the way of deficits, or you can hdve 
remunerative freight rates and less taxes; but it cannot 
be done both ways. 

COMMISSIONER LEMAN: But the other way would en- 
able the Government to place in its budget a fixed amount 
Within which either or both the railway companies would 
have to keep their expenditures, thus limiting the liabil- 
ity of the Government, | 

OLN HENRY THORNTON? Thetis true, 

COMMISSIONER LEMAN; And being in addition a pre- 
mium to efficient and economical management by either or 
both of the railways. 

SLACHENRY EORNTON.. That’la rhent > 

THE CHAIRMAN: You spoke a little while BOs bir 
Henry, of the practicability of certain fundamental things. 
May l ask you whether you think a fundamental revision of 
the rate structure, involving such things, for example, as 
the abolition of the Crow's Nest Pass principle, and so on, 
is really a practical thing at the present time? 


SIR HENRY THORNTON: Do.I think it a practical 


thing? 

THE CHAIRMAN: Yes. 

SIR HENRY THORNTON: Well, that is a matter of 
judgment, Mr. Chairman. I should think the answer to 


that would probably be in the negative. 
THE CHALRMAN: In pornt of fact, your rate struce- 


ture has been determined by an independent tribunal, the 


cola fe Oe Sir Henry Thernton 


Board of Railway Commissioners, and we must Assume that 

they worked out a principle upon which the rates would be 
considered fair and reasonable, subject to this statutory 
situation, which undoubtedly has complicated the thing enor- 
mously. 

SIR HENRY THORNTON: I think the whole freight rate 
structure, in so far as that aspect of it is concarned, was 
a lot of very indifferent poker playing on the part of a 
number of individuals, I think what you have in your mind 
is this, Mr. Chairman: that there is no good Ue winds a pers 
fectly sound theory unless it can be brought irto existence; 
if you cannot bring it inte existence there is no good talk- 
He 2OOUT es 

THE CHAIRMAN: Oh well, I should not like to say 
that, because I onjoy a theoretical discussion. 

SIR HENRY THORNTON: I enjoy them tow, but the 
difficulty is te translate them into practical pessibili~ 
ties, 

LORD ASHFTZLDs May I ask you this euestion -- and 
again it is only a matter of yeur own personal opinion; 

Have you ever considered the advisability or desirability 
of having what you call your rate structure based upon the 
market price of oertain commedities -- I am thinking 
particularly of wheat? Have you any views on that? 

STR HENRY THORNTON: I think it impracticable. 

I can give you a memorandum on the subject if you would 
like to neti; 

LORD ASHFIELD: I wish you would. in Cuba, as 
you will remember,the freight rates are determined on the 
market price of sugar, the rate rising and falling as the 


orice of sugar rises and falls, within the limits of 2 
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certain maximum and minimum. In theory there seems to 
be some advantage in this me thod; in practice, as you Say, 
it may be quite a different matter. 

SIR HENRY THORNTON: In theory it is an admtrable 
doctrine; but I wild give you a memorandum on that subject. 

COMMISSIONER MURRAY: Did your memorandum take 
into account the quostion of yolume as well as price? 

SIK HENRY THORNTON: Wo, it did not, On the other 
hand the volume would probably never fall so low or be so 
high as to be a factor, 

COMMISSIONER MURRAY : It is about half now what it 
was three or four years ago -- in grain, for example. 

SIR HENRY THORNTON: That is perfectly truce, Doctor, 
but I question if that would be a factor. Of course there 
is the law of increasing returns; we know perfectly well 
that if a railway has a certain volume of traffic it can 
charge lowcr rates and make money. After all. density 
of traffic is the large fueion in the economics of any rail- 
way problem. One of the things which cursod the Canadian 
National railway -~ and it is a real curse -- is our low 
density of traffic, which again is due to the fact that a 
large percentage of our mileage is still in its development 
stage, and so is the country which it serves. 

LORD ASHFIELD: At the. end of your memorandum, Sir 
Henry, you rathor summarized your proposals under certain 
items, all of them involving more or less the pooling of 
facilities, telegraphs, hotels, city ticket offices, ter- 
minals. Perhaps it can be summarized in this fashion: 
that so far as all the facilities of the railways are con 


cerned, whatever they may be, even the rolling stock, you 
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propose that if there be advantage in it they be pooled. 


SIR HENRY THORNTON: Yes, wherever money can be 


saved. 

LORD ASHFIELD: Therefore all that would be left to 
the initiative of these separate organizations as I see it, 
would be the intense rivalry in using those facilities to 
the best possible advantage. 

SIR HENRY THORNTON: It might be described as take 
ing the fangs out of competition, 

LORD ASHFIELD: So far as facilities are concerned, 
I gather there will be no competition under your. plan; that 
disappears entirely? 

SIR HENRY THORNTON: It might just as well. 

LORD ASHFIELD: Do you agree on that? It is rather 
important. 

SIR HENRY THORNTON: Well, it depends on what you 
mean by important, my lord. 

LORD AGHPTEED: L-think 1b te vitelly important, 
whether you are going to have competitive systems in Canada, 
or a system working not only in close cooperation but in 
compulsory cooperatione 

SIR HENRY THORNTON: Ané@ competing only in excell-~ 
ence of service. . 

LORD ASHFIELD: But I thought those were to be 
pooled. 

SIR HENRY THORNTON: Oh nos you cannot pool the 
courtesy of conductors, You cannot pool the punctuality 
of passenger trains. You cannot pool excellence of track. 
You cannot pool all of those things which enter into the 


comfort of the passenger or the speed and convenience with 
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which freight is moved. 


LORD ASHFIELD: Do I gather that your plan does 


provide for unrestricted publicity on the part of the 


Canadian Pacific and the Canadian National? Would you 


be free to exploit the disadvantages of your partner through 
publicity? 

SIR HENRY THORNTON: We have never done so. 

LORD ASHFIELD: I wonder, then, what the advantage 
ef publicity is. 

SIR HENRY THORNTON: Very simple -- no one knows 
that better than ycur lordship. It is the exposition of 
your own virtue. I do not know of anybody who has more 
alliuringly placed before the people of London the advan- 
tages of bus transportation. 

LORD ASHFIELD: I agree we do, and perhaps to some 
extent it is by comparison, Our friends say we over-do 
it. 

SIR HENRY THORNTON: Oh, I do not think you do at 
all. In fact I do not think you have told half the story. 
As far as publicity is concerned, I should say that any 
individual whn plays upon the disability of his competitor 
eventually incurs the contempt of the public. 

LORD ASHFIELD: I rather thought you suggested that 
if the Canadian National had a more courteous staff than 
the Canadian Pacific, it might have some advantage. 

SIR HENRY THORNTON: No, that is not what I said, 
Lf Lt may inter ject. I gaid that courtesy on the part of 
the conductors, on the part of those who e ome in contact 
with the public, is a thing to be encouraged, and is a 
competitive feature which can be made a useful implement. 


T have no doubt that the Canadian Pacific will take ad- 
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vantage of any opportunity which such an avenue revealed, 
and quite justifiably so. | 

LORD ASHFIELD: And vice versa. 

SIR HENRY THORNTON: Precisely. But we certainly 
weuld not say our conductors and those who came in contact 
with the public were more polite than anyone else; we leave 
it to the public to draw their own conclusions as to that. 

COMMISSIONER LEMAN: May I suggest, Sir Henry, that 
your statement as I under stood lt involved a pooling of 
passenger trarfic? 

Sink HENRY THORNTON: Yes. 

COMMISSIONER LEMAN: Could you conceive that under a 
~eoling arrangement there could be a substantial difference 
between the service provided by one railway line and that 
provided by the other? 

SIR HENRY THORNTON: Net very much, Mr, Leman. You 
Ave (‘CuULte Pieris. 

COMMISSIONEX WEBSTER; May I ask you a practical 
question in that connection? 

SIR HENRY THORNTON: Please. 

COMMISSIONER WEBSTER: The poling of ticket offices, 
say, would result in an important saving. How would you 
regulate the sale of tickets in those offices? For in- 
stance, would you have one man selling both sets of tic- 
kets, or would you have a Canadian National and a Canadian 
Fecific: many 

SIR HENRY THORNTON: Have one man selling both tic- 
kets. 

COMMISSIONER LEMAN: If so, would he not be likely 


to favour one or the other? 
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SIh HENRY THORNTON: If you pooled your gross revenue 
it would not make much difference which way you travelled. 

LORD ASHFIELD: I am sorry to pursue this so persis- 
tently, but after all this scheme of yours comes from such a 


high source that we are bound to Give it serious considera~ 


tion. My impression at the moment is that your scheme is 
nothing more or less than a complete fusion of the interests 
of the two railways; that is the impression that is formed 
in my mind as a practical proposition, Have I gone too 
far? 

SIR HENRY THORNTON: Yes, I should think that you had, 

LORD ASHFIELD: I wish you would disclose to what eek 
tent, because all my experience leads me in that direction. 


The more I talk about it andthe more I think of it, the more 
strongly I am convinced that in the end it comes to that, ine 
evitably. 

SIR HENRY THORNTON: We still have our separate cor- 
porate entities. We still serve different parts of the 
country, in many cases common points. 

LORD ASHFIELD; Would there be much of that? Would 
there be much that would not be competitive? 

SIR HENRY THORNTON: Oh yes, quite a fair amount 
that would not be competitive. 

LORD ASHFIELD: There would be quite a large amount? 

SIR HENRY THORNTON: We would still be left to pursue 
technical progress of different sorts -- the development of 
better and more economical motive power; the provision of 
better and more comfortable coaches; the attainment of 
greater punctuality in both passenger and freight services 


all of tho thousand and one things which enter into the 
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desirability of one road as compared with anothor. 

COMMISSIONER MURRAY: De you include the pnoling of 
freight as well as of passenger service? 

SIR HENRY THORNTON: Well, Doctor, that is a hard 
guestion to answer offhand. I do not think it would be 
practicable to pool freight services, but it is a subject 
that would be well worth investigating. Lado mot think, 
however, it is a practical proposition. 

THE CHAIRMAN: Well, if you pool both services, that 
would be an end of anything like practical competition. 

SIR HENRY THORNTON: I do not think it can be done, 
Mr. Chairman. 

THE CHATRMAN:; But if you did that would be an end to 
anything like practical competition -- or would it; I am 
putting this as a quention. 


SIR HENRY THORNTON: I think it would be pretty much 


the end. 

LORD ASHFIELD; I am bound to say I thought your plan 
did involve the pooling of both freight and passenger ser- 
vices. 

SIR HENRY THORNTON: Oh no. 

LORD ASHFIELD: Only passenger services? 

STR HENRY THORNTON; Only passenger services. 4 
suggested the pooling first of competitive passenger ser- 
vices, which I think myself is about as far as you can go; 
but I did mention the possibility of pooling all passenger 
services. But that was only suggested -~ the chaixman 
and members of the Commission will pardon me if I say that 
what I have said has been rather general in character, fcr 


the purpose of crystallizing discussion. 
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LORD ASHFIELD: When you referred to the joint use 
of tracks and terminals, I thought you had in mind reigns 
as well as passenger service. 

SIR HENRY THORNTON: No, there might be some cases 
where it would not be practicable to pool terminals; in 
other cases it might -be. 

LORD ASHFIELD: I think Mr. Fairweather has said te 
us that very substantial economies could be effected in 
certain cases by making them joint. 

SIR HENRY THORNTON: Yes, I think that is probable, 

COM. ISSIONER LEMAN: You would not have inter- 
switching charges, fur instance, if you pooled; and then 
there would be the other charges which you would have for 
local freight which is to be turned over from “one line to 
the other. 

SIR HENRY THORNTON: Well, we would pool and co~ 
Operate wherever a nickel could be saved. 


LORD ASHFIELD; You could not have waste in your 


freight services and economies in your passenger services: 
that wouid be a very inconsistent position, wouldn't it? 

SIR HENRY THORNTON: of caurse passenger services 
in Canada are ag a whole unremunerative. 

LOKD ASHFIELD; The figures indicate that they are 
disastrous. 

SIR HENRY THORNTON: We would de very much better 
off if we did not run a single passenger train mile in 
Caneda as far as the Canadian National is concerned, but of 
course that is an absurdity; you cannot contemplate any~ 
Chine of that wort. 


THE CHAIRMAN: With regard to the joint use of 
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terminals, and referring to Vancouver simply as an example, 

some allowances would have to be made, I suppose, between the 
railway companies for the use by one of the other's facili- 

ties. i was wondering whether these things, so far as you 

have considered any, would cancel one another out. 

SIR HENRY THORNTON: Well, it would involve some 
such consid:ration as that, unless some compensating feature 
could be found at some cther point. ihe plain fact is 
that the Canadian Pacific are firmly entrenched in Vancouver, 
and the Canadian National keeps pounding away year after 
year, little by little, trying to get a switching line here 
and a dock there; we keep bounding and pounding away, and 
little by little we begin to make an impression, But all 
of that costs money. Now, there is probably some reasonable 
adjustment of that situation which can be reached without 
undue damage to the Canadian Pacific: and at some other 
place perhaps the position can be reversed, 

COMMISSIONER WEBSTER: You would leave that to the 
super—board? 

Sik HENRY THORNTON: That would be my idea; some~ 
body ae Mee, G0) at. SOU Seem has one thing to: buida to 
a community but it is quite another thing to build into 
it. Mr. Loree will recall, as I do, the attack which the 
Wabash railway made on Pittsburgh. They proceeded to 
build to Pittsburgh, and what they were going to do to 
Pittsburgh was simply left to the imagination. Well, they 
built up to Pittsburgh, but they never built into Pitts- 
burgh, and the upshot of it was they wrecked the company 


before they were done with it. L remember the view that 
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was expressed on the part of some of the Pennsylvania offi-~ 
Clals -- that the worst thing the Pennsylvania railway 
cvuld do would be to allow the Wabash to go ahead. But 
Lone One thing to: buwiid -to.-s community; it is a very 
different thing tu build Anto! it. 

COMMISSIONER LOREE: To pursue that a little fur-~ 


there, assuming that relations could be worked out that 


~ would be satisfactory so that the interests of the two 


companies would be the same in volume, could the territory 
west of Calgary and Edmonton ba operated in their joint 
interests by an officer located say at Vancouver, tO 
advantage? 

SIR HENRY THORNTON: TI do not think so, Mr. Loree. 
it has been suggested that Canada's railway system might 
be split on a north and south line at various points. My 
feeling about that is that it would localize all of the 
disadvantages of a monopoly but secure none of the advant- 
ARES. I do not believe that would be a practicable pro- 
position. 

COMMISSIONER LOREE: The same thing would be true 
of the Maritime provinces, east of Quebec? 

SIR HENRY THORNTON: I think so. I do not think 
VOU Ould do: Li. 

COMMISSIONER LOREE; The same would be true of 
that stretch of territory between the junction point east 
of Winnipeg and Ottawa? 

STR HENRY THORNTON: As far as that is concerned, 
it is either whole hog or nothing, a I seo ite 

COMMISSIONER LORER: I had in mind a situation 
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ing at Washington and Richmond own ‘jointly the Richmond, 
Fredericksburg and Potomac road, to the advantage of each, 
Two of the lines go south to Washington and stop there; 
five go north to Richmond and stop there, and they own 
jointly the intervening line. I waa wondering whether 
something of the kind could be worked out here. 

STR HENRY THORNTON: I think the road to which you 
refer is more an arterial railway connecting certain southe 
ern rallways with certain railways radiating to the north. 

COMMISSIONER LOREE: That would be true of the 
mountain territory. 

SIR HENRY THORNTON: JI think the measure of cooper- 
ation you have in your mind there could be reached by our 
making some arrangement with the Canadian Pacific for the 
use of our low mountain grades, which we have already pro~ 
reused to Mr. Beatty: I do not know whether they are still 
considering it or mob: But my thought was that they could 
turn over to us certain of their traffic which originated 
in northern Canada; we could take it at Edmonton and haul 
it on agreed rates to Kamloops or somewhere in there, and 
then turn it back to the Canadian Pacific, giving them 
trackage rights or making any arrangement at all which 
would save us both money. 

COMMISSIONER LOREE: The Canadian National and the 
Canadian Pacific own jointly the line north of Edmonton? 

SIR HENRY THORNTON: The Alberta railways, yese 

COMMISS TONER LOREE : Do you find that disadvanta- 
geous in its operation? 

STR HENRY THORNTON: No, it works quite satisfac- 


torily. But that again was the result of a pretty poor 
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orand of poker on the part of both of us. One or the 
other of us ought to have had it, and neither of us got it, 
so we decided we would divide the loaf. But that is a 
different situation; these are development railways; there 
is ne competitive interest involved. It is relatively 

& simple proposition. 

COMMISSIONER LOREE: Of course the competitive 
interest would disappear if you were the joint owners. 

SIR HENRY THORNTON: West of Calgary? 

COMMISSIONER LOREE: Yes, and Edmonton. 

SIR HENRY THORNTON: I do not see, Mr. Loree, where 

we gain anything by it. i think we can get the same ree 
sult through a greater degree of ceoperation. 

COMMISSIONER LOREE: The feeling has been that 
those efforts at cooperation have always broken down. I 
have been through several of them myself. 

SIR HENRY THORNTON; Well, they are a good deal 
like prayer, Mr. Loree. One prays vociferously on one's 
knees and then preys on one’s neighbours. These pious 
thoughts with respect to cooperation, unless some instru- 
mentality for enforcement is provided, are mostly lip ser- 
vice for the purpose of deceiving the public or somebody 
else. 

COMMSSTONER LEMAN; They last during a period 
of stress, and after that they disappear. 

SIR HENRY THORNTON: When you are ill you are 
always willing to obsy the doctor's orders. 

LORD ASHFIELD: Sir Henry, possibly these are not 
exact figures; I have taken them out during the last few 


days, but subject to their being correct your statement 
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shows carital expenditure from 1923 to 1930 of something 
over $570,000,000. 

Out HRNRY ToRORNTONs “Thabiis right. 

LORD ASHFIELD: I have not the Canadian Pacific 
railway figures for the same period, but I have taken them 
from 1921 to 1950; all the statistical returns they gave us 
were based on that period. Yours were based on a different 
period, nevertheless these will serve my purpose. Their 
statement shows that on railways they spent in that period 
from 1921 to 1930 over $219,000,000, and on miscellaneous 
properties, whatever that may mean -~ I simply take their 
phrase -- $149,903000. So that they have expended about 
$36D9,000,000 in that pericd and you have an expenditure of 
$370,000,000. 

SIR HENRY THORNTON: More or less the same. 

LORD ASHFIELD: Yes... Subject to these figures being 
correct, would it be possible for your very excellent staff 
to give some indication of how mich capital expenditure 
might have been saved in that period had this scheme you 
have adumbrated this afterneon been then in effect? 

SIR HENRY THORNTON: Yes, it has already been sub- 
mitted. It just came in to-day, my lord, 

LORD ASHFIELD: Just one other question or two on 
figures, to get my own notes straightened out, if Mr. Fair- 
weather would bear it in mind, or perhaps you could answer 
it at onee. I notice in your report on accounts for the 
year ending December, 1930, you have an item, loans from 
the Dominion Government, 604,000,000, and the interest 
accrued on the loans from the Dominion Government amounts 


to $32,000,000.. There is a further item of interest 
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accrued on the bonds held by the public of over $50,000,000. 
What I am not clear about is how mach, if any, of this 
$50,000,000, or, if any, of the $32,000,000, is included 

in the $604,000,000. I will leave it there, if you can 

let me have a reply some time. 

MR. FAIRWEATHER: We shall be glad to take that 
under advisement, 

SIR HENRY THORNTON: We can get that. 

LORD ASHFIELD: Without that we cannot arrive at an 
exact figure with respect to your investment in railway 
properties. 

i was very much interested to read a report pre- 
pared by a joint committee of the two railways dealing with 
the question of road services, it is a veluminous report, 
and all that I want to ask you abant it now is this -+ ag 
I understand it, that report was sent to yourself and to Mr, 
Beatty; it was, as I say, a report by a joint committee of 
the two railways. 

MR. FAIRWEATHER: My lord, are you referring to one 
submitted to the Chairman of the Commission recently? 

SIR HENRY THORNTON: I think you mean the report in 
connection with highway competition. 

LORD ASHFIELD: Yes, road services. 

SIR HENRY THORNTON: Yes, I remember that. 

LORD ASHFIELD: It is a report to the railways? 

SIR HENRY THORNTON: Yes. 

LORD ASHFIELD: it must be a report to the rail- 
ways, because it is a recommendation from the members of 
this committee indicating the policy which the railways 


should pursue on this question of road traffic, road ser~ 
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vices. 

SIR HENRY THORNTON: Precisely; I remember it, 

LORD ASHFIELD: Are you going to make some report 
to the Commission on that report? 

SIR HENRY THORNTON: No, not unless the Commission 
indicates a desire for some form of report. That report 
was sent to the Commission ag indicative of the considera- 
tion which the two railways were jointly giving this ques-~ 
tion of highway competition. 

LORD ASHFIELD: I am afraid I have not had an oppor 
tunity of discussing this matter with the Chairman and my 
colleagues on the Commission; but the report as It Le at ene 
moment is only a report to the chief executives of both 
railway systems. 

SIR HENRY THORNTON: That is true. 

LORD ASHFIELD: And of course that report is sub- 
ject to any modification which those chief executives might 
desire to make upon it. i think the Commission would at 
some stage ask you and Mr. Beatty to say whether that re- 
port does reflect your views on this very important matter. 
shey make a recommendation that is of such vital importance 
to the railway in She ee ase that we shall ultimately 
want to know whether you endorse it or not. 

SIR HENRY THORNTON: I can say this, that that re- 
port as submitted to myself doas carry my individual appre- 
val, and I weuld suspect, although I cannot speak with any 
degree of assurance, thet it would likewise carry the 
approval of Mr. Beatty. But if this Commission addresses 
to me the question of what sort of recommendation the two 


railways would make jointly on this matter, then I would 
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have to say I should consult with Mr. Beatty and we would 
present a subsequent report. Have I answered the question? 

LORD ASHFINLD:; For the moment, yes. Have you any 
committee of your own or any joint committee of the two 
systems dealing with the question of water-korne traffic? 

SIR HENRY THORNTON: No, we have no such committee. 

LORD ASHFIELD: There is none at the moment? 

SIR HENRY THORNTON: Not at the moment, no. 

LORD ASHFIELD: Is any document or memorandum be- 
ing prepared for the Commission on this question? 

Sink HENRY THORNTON: Have you prepared anything, 
Mr, Fairweather? | 

MR. FATRWEATHER: Nothing yet. 

COMMISSIONER LEMAN: Is there any report, Sir Henry, 
as to terminal facilities in Montreal? 

OLR HENRY THORNTON: No. Perhaps if you tell me 
just what you have in mind -- 

COMMISSIONER LEMAN: I do not know where I gather~ 
ea the impression that some joint study was to be made of 
terminal facilities in Montreal. 

STR HENRY THORNTON: Well, Mr, Beatty and I have 
had certain discussions with respect to that general situa-~ 
tion, and we have each selected our engineers with the 
understanding that the two would select a third, who woulc 
review the Montreal terminal situation and make some 
recommendation to both companies in connection with it. 

Our difficulty has been to fix upon the third member of 
the committee, but that is likely to develop within the 
next few days. 


THE CHAIRMAN; How soon, Sir Henry, is that likely 
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te be available? {I mean the results; I am not speaking 
sq much of the formal report. 

SIR HENRY THORNTON: I would rather you would speak 
to Mr. Beatty about that and see what his views are. a 
do not know myself how soon such a report could be pre- 
pared. 

COMMISSIONER LEMAN;: I think, Mr. Chairman, you 
were rather expecting a report on that situation, if I am 
not mistaken. 

THE CHAIRMAN: There was something said about it; 
I do not think there was any undertaking to give us a re- 
port. 

COMMISSIONER LEMAN: On broad general lines, Sir 
Henry, you would consider that the public, whenever it is 
possible and feasible, prefers joint facilities in the way 
of passenger stations and freight stations? 

SIR HENRY THORNTON: I think that is generally a 
fact, Mr. Leman. It generally is more a matter of public 
convenience than otherwise. It is an academic question 
which can only be answered by an academic affirmative. 

COMMISSIONER LEMAN: From a practical point of 
view, are joint terminal facilities not preferable? 

STR HENRY THORNTON: Terminal facilities are the 
most expensive luxuries on which railways are compelled 
to embark. My own feeling as a professional trans~ 
portation man is this, that wherever terminal facilities 
can be made joint, money is saved by the railways and 
greater convenience furnished to the public; although it 
may happen that in some ee like Vancouver, where one 


railway has the great predominance of facilities, that is 
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not always a fair way of dealing with the situation. Broad- 
ly speaking, I can only repeat that wherever joint terminal 
facilities can be arranged, the railways save money and thee 
Duplic profits, in convenience, 

COMMISSIONER LEMAN: Both for pasenger and for 
freight? , 

SIR HENRY THORNTON: Yes, 

LORD ASHFIELD: I wish to ask a question on finance. 
Has any plan been worked out for dealing with these bonds 
as they fall due for payment -- the car trust certificates -- 
beyond the ordinary budget arrangement. 

SIR HENRY THORNTON: The car trust notes amortize 
themselves automatically within the period of the loan. 

LORD ASHFIELD: How? 

SIR HENRY THORNTON: Through the setting aside or a 
certain amount per annum. Isn't that the case, Mr. Pair- 
weather, with respect to most of our car trust certificates? 

MR. FATRVEATHER; Hardly, Sir Henry. Of course 
there are two types of this equipment trust, one in which a 
sinking fund is established, which is administered by a 
trustee, but most of our equipment trust notes are of a 
serial maturity type, and in that case the money for the 
retirement of the notes as they fall due is found in our 
budget each year. 

SIR HENRY THORNTON: The ordinary run of borrow- 
ings that we have made in the money markets do not provide 
for any amortization or anything of that sort; when the term 
of the loan expires it is either paid off or renewsd. 

THE CHATRMAN: But with regard to the second type, 
did I get an entirely wrong impression -- this cquipment 


is paid off by instalments? 
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MR. FATRWEATHER: The equipment, sir, is paid for 
in a lump sum out of the proceeds of the equipment trust 
notes which are sold to the public, and then these equipe 
ment trust notes are serially retired, so many each year, 

SI HENRY THORNTON: Does that answer your ques- 
tion? 

LORD ASHFIELD: Yes; and failing an adequate ine 
come from the railways, the burden falls upon the govera- 
ment? 

SIR HENRY THORNTON: Precisely. 

LORD ASHFIELD: You have no reserve funds at the 
moment to meet that situation? 

SIR HENRY THORNTON: No. 

THE CHATRMAN: You could develop a little more 
in detail, could you not, Sir Henry, your suggestion as 
to the powers to be vested in your board? I think that 
would be a convenience, if you could. 

SIR HENRY THORNTON: Well, we could do that. 

THE CHAIRMAN: We are much obliged to you, Sir 
Henry; I think that will beall for this afternoon, but we 
shall probably have to have some further discussion with 
you on these subjects. 

SIR HENRY THORNTON: TI am quite at the disposal 
of the Commission at any time. Might I just ask this, 
as a matter of convenience; will you want me to-morrow? 

THE CHAIRMAN: I do not think so, Sir Henry. 

SIR HENRY THORNTON: Merely that I may know whas 
my movements will be. 

THE CHAIRMAN: No, not to-morrow. 


STR HENRY THORNTON: Thank you. 
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THE CHAIRMAN: Mr, Hungerford, you have had much 
experience with railways in this country; would you give 
us your views on the matters that have been touched upon 
this afternoon? 

MR. HUNGERFORD; Mr. Chairman and gentlemen, I am 
not at all familiar with the character or extent of the 
information that has been furnished to your Commission, and 
it would be very helpful if you could suggest some of the 
tepics you would like me to discuss, if there is any 
particular phase of it that you would like me to deal with, 
I shall be pleased to do so. 

THE CHATRMAN: I think we would like to hear from 
you on the subject Sir Henry has just been Ciscussing -- the 
possible pooling of passenger services and the savings that 
might be effected by cooperation in respect to joint facil 
ities, and 80 On. 

MR. HUNGERFORD: I do not know that my list corres~ 
ponds exactly with that submitted by Sir Henry, DUG an 
general it covers the same items. 

With regard to pooling passenger train services 
between competitive points, < would like to point out that 
a great deal of the service on the two lines is not of a 
competitive character. It certainly is as between tho 
larger points throughout the country, but there ere a 
great many intermediate points between the competitive 
termini where the lines are in no sense competitive at 
all. 

LORD ASHFIELD: Have you expressed that in velue 
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MR. HUNGERFORDs No. I certainly could not do 
that this afternoon, but it might be done. 

LORD ASHFIELD: Would it be 75 per cent that would 
be competitive and 25 per cent non-competitive, or broadly 
what would it be? 

MR. HUNGERFORD: I would hazard a guess that not 
more than 25 per cent would be competitive. But I may 
be wrong in regard to that; that is purely a guess. 

LORD ASHFIELD: And 75 per cent non=competitive? 

MR. HUNGSRFORD: I should think so. 

COMMISSIONER MURRAY: What you call local traffic? 

MK. HUNGERFORD:; Local in a sense, yes. LE 
would be a matter ef considerable difficulty, of course, 
to determine the exact proportion between the two. 

LORD ASHFIELD: Your total passenger traffic in 
a year is how much? 

MR. HUNGERFORD: For the all-inclusive system the 
passenger revenues in 1929 were $58,558,900. 

LORD ASHFIELD: $38,000,000, Canadian National 
Railway System? 

MR. HUNGERFORD: Yes sir. In 1950 it had 
dropped to $32,331,000. 

LORD ASHFIELD: And according to your estimate, 
about $8,000,000 of traffic would be competitive traffic? 

MR. HUNGERFORD: That is purely an estimate, my 
Lord. 

LORD ASHFIELD: Perhaps you will give it accurate- 
ly later on. 

MR. HUNGERFORD: I think we can formulate some~ 


thing with reasonable accuracy. 
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LORD ASHFIELD: $8,000,000 of traffic is not a 
great deal for the purposes of pooling to effect economics, 
Pea0'LG 7 
MR. HUNGERFORD: No, but still it is an ites, You 
may be interested to know that there has been a consider~ 
able amount of cooperation between ene two companics al-~ 
ready, and we have still been able to maintain the compe- 
titive principle. I do not know whether or not you have 
been informed of this before but, for instance, a subside 
tary of the Canadian Pacific Peiiee the Dominion Atlantic 
Railway, uses the facilities of the Canadian National at 
Halifax and Truro, Nova Scotia. The Canadian Pacific 
uses to a considerable extent the passenger facilities of 
the Canadian National at St. John, Ottawa, Brockville, 
Belleville, Humboldt, Prince Albert and North Battleford. 
The terminal facilities of the Canadian Pacific are use 
by the Canadian National at Quebec City and Regina, and at 
Toronto the passenger facilities are jointly owned. « In 
addition to that we have running rights over fifteen Iaaie 
erent sections of Canadian Pacific line, and they have 
running rights over twenty-three sections of Canadian 
National lines at the prescnt time. 
COMMISSIONER MURRAY: Is the mileage formidable? 
WR, HUNGERFORD: The mileage is not very impress- 
ivé.« The Canadian Pacific uses a total of 281 miles of 
Canadian National lines and the Canadian National railway 
uses 127 miles of Canadian Pacific line. 


LORD ASHFIELD: I am bound to say that = am 4 


little confused now; perhaps you can straighten it out 


without my asking Sir Henry. I rather gathered from what 
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Sir Henry said this afternoon that cver a period of years, 
through cooperation in respect to passenger services, there 
might be a saving of $60,000,000 a year. 

OLR HENRY THORNTON: No #- may I interrupt? thee Sie | 
not say that. 

LORD ASHFIELD: What was the $60,000,000? 

SIR HENRY THORNTON: I said that if the two rail 
ways were amalgamated, it had been estimated that in theory 
there could be a saving of $60,000,000 produced, which 
would come in in the first year and proceed to a maximum 
within five years. That was a theoretical figure which 
the statistical departments cf the two railways, I under- 
stand, had agreed upon. 

THE CHAIRMAN: Then ZL think you also said, reierr- 
ing to certain items of cooperation, that if these were 
pursved there would be a saving of $30,000,000 for the two 
Ba aN ai 

SIR HENRY THORNTON: Precisely, Mr. Chairman. 

THE CHAIRMAN: About sixty per cent for the Cana~ 
dian National? 

STR HENRY THORNTON: That is rights. 

THE CHAIRMAN: This would be accomplished in a 
minimum of three years, perhaps running on to five years 
~~» that was it, wasn't it, Sir Henry? 

STR HENRY THORNTON; Precisely, Mr. Chairman. 

THE CHALRMAN: Have we had any estimate of tne 
saving? Ll think we had a figure from Mr. Fairweather of 
$2,000,000, wasn't it, Mr. Feirweather, on passenger Go» 
operation or the pooling of passenger services? 


MR. FAIRWEATHER: No sir; I think my personal 
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a nee of the economies to be produced by a complete 
pooling of passenger services was about $7,000,000 a year. 

THE CHAIRMAN: But that was pooling both com- 
petitive and non-competitive services, 

MR. FAIRWEATHER: That was pooling everything, 
Yese 

THE CHALRMAN;: There is no figure as to the results 
of pooling the competitive services. 

MK. FAIRWEATHER: Not distinctly on that basis, 
sir, no. 

THER CHAIRMAN: Have you considered the possibility 
Of pooling freights, Mr. Hungerford? 

MRe HUNGERFORD: Not to any great extent. It 
appears to have such obvious disadvantages that in my 
opinion at least, it is hardly worthy of serious consider- 
ation. Ln would Ge settee difficult and would pro- 
bably not produce any very desirable results. 

COMMISSIONER WEBSTER: What do you mean by dis- 
advantages, Mr. Hungerford? 

MR. HUNGERFORD: Well, extensive complication, 
for one thing. There are certain things that can be 
done, which have already been mentioned by Sir Henry and 
Nir ae nana such as a change in the routing of traf~- 
fic between Edmonton and Kamloops or between Calgary and 
Kamloops, or where one road or the other has a particular- 
ly advantageous line between two given points that are 
served by both railways, But those conditions are not 
very numerous, and to a very large extent freight ser- 
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consid:rable proportion of the freight traffic on those 
two systems is non-competitive; it originates at a point 
not served by the other railway and is desined possibly to 
&® common point. 

THE CHAIRMAN: Do you mean the eastern lines? 

MR. HUNGERPOKD: I suppose that statement applies 
with particular force to the western country, but it is 
also true in very large measure in the east. 

GOMMISSIONER LEMAN: With respect to your estimate, 
Sir Henry, of $60,000,000 for the complete fusion, is that 
on the besis of operating all that is now existing in the 
way of railway lines, or does it contemplate an abandon~ 
ment of certain lines duplicating one another? 

SIR HENRY THORNTON: Well, it contemplated certain 
abandonments. It contemplated, where we have two lines 
between cymmon points, the use of one as a main line and of 
the second one as a secondary line, or the possible aban- 
donment of the secondary line where feasible. 

COMMISSIONER LEMAN: Would it contemplate, for 
instance, as an example, the abandonment of either the 
Canadian Pacific or the Canadian National line from Kam- 
loops down the valley of the Fraser river? 

SIR HENRY THORNTON: & contemplated the abandone- 
ment of 2,434 miles. 

COMMISSIONER LEMAN; Ail told? 

STR HENRY THORNTON: Ali told. 

COMMISSIONER MURRAY; Of that, nearly a thousand 
is main line -- 988, is it not? 

STR HENRY THORNTON: Of that, 1,115 is main line, 
1,035 branch lines, and a smaller mileage, 284, represent- 


ing thin traffic lines, the total being 2,454 milese 
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COMMISSIONER LOREE: Does that include the line 
up to Prince Rupert? 

SIR HENRY THORNTON: No, that would not be abandon-~ 
ede 

COMMISSIONER LOREE: Is that justified as a traffic 
line? 

SIR HENRY THORNTON: As a traffic producer it does 
not pay for itself, but it would be impossible to abandon 
ite \ 

UOUMMISSIONER LOREE: From a political standpoint? 

SIR HENRY THORNTON: And public opinion. 

COMMISSIONER LOREE; I do not mean political in 
the narrow sense, but rather in its broad sense. 

SIR HENRY THORNTON: Quite so. 

COMMISSIONER LEMAN: There is no abandonment of 
any of the Canadian National line between Superior Junction 
and Fort William? 

SIR HENRY THORNTON: Mr. Fairweather has tho maps 
here on which he can show you the contemplated abandon- 
ments; or perhaps he can point them out on the larger map 
on the wall so that all the commissioners can see it. 

MR. FALRWEATHER: Starting at the west, there is 
@ small abandonment of parallel lines on Vancouver Island, 
and nothing else west of the Rockies, the reason being 
that a study of the operating economies and of the capa~ 
cities of the lines from Kamloops to Vancouver showed it 
would be desirable to retain both of them, even if the 
systems were consolidated, the Canadian National line be- 
ing a very low grade line, but a single track line and 


not capable of absorbing the combined traffic in any year 
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except one of reduced traffic. 

COMMISSIONER LEMAN: Could you increase your 
carrying AepReue sy on that line through electrification? 

MR. FAIRWEATHER: This question of electrification 
is a very complicated one. Sir Henry, when he first came 
to this country, wished that job on the Bureau of Econo- 
mics, and we made a very thorough study of it. In the 
course of that study we could find no place in Canada where 
a combination of traffic density and low power costs would 
warrant road electrification. The only place where we 
could see that it would effect any possible economy was 
in terminal operation, where it competed against the very 
inefficient steam locomotive; and just about the time we 
were getting ready to make a recommendation on that, along 
came the Diesel electric type of power, which accomplished 
the same object at much less capital cost. Buy LT can 
say definitely, after having made a thorough survey of 
every portion of Canada, that there is no place where 
electrification is justified from the point of view either 
of operating economies or of increasing the capacity of 
arn existing line. 

COMMISSIONER LEMAN: I understand that your line 
from Kamloops to Vancouver would not accommodate both your 
traffic and that of the Canadian Pacific, and a reasonable 
increase in normal times? 

MR. FAIRWEATHER: As a single track line, sir, 


that is correct. 


ann * 


COMMISSIONER LORE: How many trains are operaved 


on that line? 
WR. FAIRWEATHER: Offhand I could not say. But 
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I know we looked into it, and counting the Canadian 
Pacific movement and our own movement, and having regard 
to prospective increase in traffic, we reached the con~ 
clusion that even if you did tear up the Canadian Pacific 
line you would be under the necessity of replecing it with 
in a comparatively short time, because obviously it would 
be cheaper to du that than to widen our track to a double 
track. You gentlemen went over that line and you can 
realize what would be the cost of widening it to a double 
track; it is practically an impossible feat from an engin-~ 
eering point of view. Therefore, sven under the most ex- 
treme degree of cooperation or amalgamation, I would say 
it would be folly to abandon one of these lines from Kam-~ 
Loops to Vancouver. That is Ganada's main artery tc the 
west, and, in effect, it is only a double track artery. 

Coming east of the Rockies, in the province of 
Alberta there are a number of proposed abandonments. One 
is from Red Deer up to Rocky Mountain House, where the two 
lines are substantially parallel. Then, north of Edmon- 
ton there are some lines -- I am not sure this map is 
completely up to date, but you can see parallel lines up 
here, and some of these would be scheduled for abandon- 
ment. The line from Camrose to Tofield is scheduled 
for abandonment. Then there are a number of small ones 
which I will not bother mentioning, but the substantial 
one would be from Barlow Junction, near Calgary, to 
Grainge -« that is a possibility. Dust Lael on 
Alberta of any moment. 

Then, coming into Saskatchewan, the big one is 


from Saskatoon westward to Unity -- that is all west of 
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the third meridian. Kast of the third meridian, there 
is a piece from Colonsay to Young, and then one of the 
lines from Regina to Moose Jaw. Then, from Peebles to 
Maryfield, and also a continuation of one of these lines 
from Maryfield to Brandon; then portions of lines west of 
Brandone 

There are substantial abandonments in Manitoba. 
There is a line from Gladstone to Portage la Prairie, and 
the cross line from Carberry Junction to Brandon Junction, 
and one line from Portage la Prairie through Rapid City and 
west to near the Saskatcnewan boundary. Rast of Portage 
la Prairic all these lines to Wirnipeg are necessary to 
handle the peak of the grein movement. 

COMMISS TONER LEMAN: These are all Canadian Na- 
GLOnE ame a 

MR. FAIRWEATHER: Oh no; the classification of 
these ss between Canadian National and Canadian Pacific 
lines would be governed entirely by local conditions. This 
is a purely analytical study of what railway mileage could 
be abandoned in Ganada if you were perfectly ruthless. 

COMMISSIONER LEMAN; By both railways? 

MR, FAIRWEATHER: By both railways. 

THE CHAIRMAN: The present hypothesis is amal- 
gamation, so that there is absolute unity of control; the 
distinction between the two systems disappearse 

COMMISSIONER MURRAY: Even where there is com= 
petition would it not be possible to use one line, say 


from Saskatoon to Unity? 
MR. FAIRWEATHER: Certainly, in that case. 


COMMISS TONER MURRAY: Joint use of one line. 
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MR. FAIRWEATHER: But I will say frankly, gentle- 
men, that this estimate is based on a pretty drastic prin- 
ciple. From the point of view of whether it would be 
practicable to abandon this mileage ~~ 

THE CHAIRMAN: It might seem.very drastic to 
railway people but not so drastic to others. You propose 
to abandon nothing between Winnipeg and Fort Williem? 

MR. FAIRWEATHER; Oh yes, sir. From Winnipeg to 
Fort William, one of the lines, the line on the National 
Transcontinental, would be abandoned out to near Rennie. 
Then there are a couple of lines in Manitoba that have not 
been mentioned -- one from Winnipeg down to Morris. 

THE CHATHMAN: That goes south: I am speaking now 
particularly of the area between Winnipeg and Fort William. 

MR. FAIRWEATHER: There would be the line from 
Winnipeg to Rennie and the line from a point near Port 
Arthur to a junction point near Raith. 

COMMISSIONER LOREE: One is struck, of course, 
with the multiplicity of lines in that territory. Last 
week I made some comparison of the milYeage in Alberta, 
Saskatchewan and Manitoba with that in the three American 
states of Kansas, Nebraska and Towa. On a meridian of 
latitude the separation of the lines in about 280 miles 
from the south line of Kansas to the north line of Ne- 
braska averages about ten miles. Here, from the boundary 
between Canada and the States and the S5th parallel, which 
is about the same distance, the average interval is about 
twenty-seven miles, so that the development in the States 
was twice as intense. I will file with the Conmission 


to-morrow a memorandum covering that whole proposition. 


_— 


é ry ) 
res a 
va @ 


tener ha’.. ee: Ph) oC. 
a) 


| ATS yor i 

lee, a aU Nl 
: ; ‘ a | 

dc 4g 40/6 eae? fate aye : 14 


- 750 = Mr, Fairweather 


But in the States there was a period of development of 
about sixty years as against about thirty in Canada, and 
that of course has a very significant relation to the in- 
crease in population. 7 

MR. FATRWEATHER: I submitted something on that 
sare line, Mr. Loree, at your request; it is in the exhibits, 

Then, proceeding from the head of the lakes, there 
is a plece from Port Arthur to Nipigon where the lines are 
substantially parallel. That would complete the abandon- 
ments in western Canada. 

THE CHATRMAN: As far east as what point? 

MR. FAIRWEATHER: As far oast as Nipigon. 

THE CHATRMAN: Nothing on the Transcontinental at 
ali? 

MR. BPAIRWEATHER: No sir, nothing of the Trans- 
continental east of Rennie. When we looked into it we 
found that the station earnings and the degree of settle- 
ment and industrial development in that territory had 
reached the point where the destruction of opportunity 
would be so great that any economies you might effect by 
abandonment would be more than offset by the decreased 
trade, and also, in my opinion, by damage claims from in- 
dustries already established. For instance, the largest 
paper mill in the world is located at Kapuskasing. 

THE CHAIRMAN: That is the pulp district there, I 
understand. 

MR. FALRWEATHER: Yes sir. 


THE CHAIRMAN: Where does that pulpwood district 


extend? 


® 
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MR. SUNGERFORD: Over practically the whole area 
occupied by the red line to the eet: 

THE CHATRMAN: Where do you get your ties? 

MR. FAIRWEATHER: The ties of the Canadian National 
which are used mostly on the western region are drawn from 
the National Transcontinental and the old.line of the Cana-~ 
dian Northern, The ties are cut in conjunction with com- 
mercial timber operations and go hand-in-glove with them -- 
either pulpwood or straight lumber. The ties which we use 
from that territory are all jack pine, which occurs in the 


jack pine ridges and mixed in with the stands of spruce. 


THE CHAIRMAN: Then that is not a source of ties for 
the local raLiways omiy ia that district? 

Wie RVs Ono gir; practically all tho 
ties used in the western region, I should say, certainly 
east of the western Saskatchewan boundary, are produced in 
this territory, and a very considerable porticn of the ties 
used in Ontario come from the same locality. ere 
available, sir, a very interesting study showing just that 
distrabution of our ties, if you would, like, to -have it. 

THE CHATRMAN: It is only a question of the possi* 
bilities of that region north of the Great Lakes, which 
from a good many sources has been represented to us as a 
region in which economies might reasonably be effected by 
the suppression of duplication, Can you indicate the 
general location of the Northern Ontario belt? 

MR. FAIRWEATHER: The clay belt, sir? 

THE CHAIRMAN: Yes. 

MR. FAIRWRATHER: It lies on both sides of the 


National Transcontinental and extends from a point west 
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of Hearst to a point between Amos and Doucet. It repre~ 
sents pretty fair agricultural land. 

COMMISSIONER MURRAY: That is a distance of about 
400 miles, is it? 

MRe FAIRWEATHER: I rather think it would be more 
than that; it would be 450 miles in length. Substantially 
half of our ties for the whole system come from that terri- 
tory, and you get there an index also of the collateral 
timber development, because these ties are not produced by 
themselves; they are produced in conjunction with lumbering 
overations, which are directed as well to pulpwood or to 
the ordinary timber cutting. 

COMMISSIONER LEMAN: There is no suppression of 
lines east? 

MR. FAIRWEATHER: There is no suppression of lines 
until you get considerably east; I will come to that in a 


minute . 

COMMISSIONER LEMAN: Aside from lumber, is there 
any traffic, say in the way of farm products, originating 
in that section in northern Ontario and Quebec? 

MR. FALRWEATHERs; Oh yes. 

COMMISSIONER LEMAN: Which move out of those dis-= 
tricts? 

MR. FATRWHATHER: Yes. You find to a certain 
extent a movement of live stock and also, as you always 
find in commu: ities like that, commodities which can be 
concentrated, like butter and cheese. Of course that 
situation has been somewhat altered by the development of 
the pulpwood industry in there, and also the mining; that 


furnishes a local market for these people, but prior to 
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that time there was a considerable amount of cheese and 
butter marketed in Quebec. Then, another thing which can-= 
not be overlooked is the fact that in here (indicating on 
wall map) you have the Rouyn mining field, and you also have 
prospects at various voints around Sioux Lookout and all 
along the boundary of Ontario and Quebec, Of course there 


is the Noranda enterprise, which isa producing mine, and 


the branch line built down into Noranda has justified it- 
self. 

COMMISSIONER LEMAN: It is a highly mineralized 
section. 

MR. FAIRWEATHSR: Speaking in general terms, sir, 
the great Laurentian shield impinges upon the Cambrian and 
the carboniferous, and so on, about on a line like this; 
it goes on a diagonal line say from Fort Vermilion, cutting 
the international boundary near the Lake of the Woods, in- 
cluding a good portion of the upper Michigan peninsula and 
a portion of cold Ontario, thence turning abruptly and folle- 
owing the St. Lawrence to the north. I shall not trouble 
the members of the Commission with the geological history 
of that country; suffice it to say that you have in here 
the remnants of strata which have been laid down under 
water and intruded into by granite, the effects of erosion 
subsequently revealing the deep-seated mineralization. Of 
course prospecting is a very hazardous thing, but judging 
from what hag happened in the territories already exploited 
I should say that no small part of Canada's future indus- 
trial economy will depend upon tho exploitation of the 
mineral resources of the Laurentian shield, and the Na-~ 


tional Transcontinental will of necessity play an impor= 
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tant part in that development. I cannot see any possi-+ 
bility of abandoning it, even on the basis of its present 
development, eat I think it would be a backward step even 
if it were possible to abandon it. | 

COMMISSIONER LOREE; What about that intermediate 
line between the Canadian Pacific and the National Trans- 
continental? 

MR. FAIRWEATHER: From North Bay out to Meadowside, 
it is marked for abandonment. But when we examined the 
stations along the remainder of the line we found that in» 
dustrial activity had gotten in there to such an extent that 
you could not make any further abandonment without working 
considerable hardship and perhaps giving rise to heavy 
damage claims. 

COMMISSIONER LEMAN: That is from Capreol to Nakina. 

MRe FAIRWEATHER: Of course if you-are going to 
maintain it at all, you might as well maintain the contin- 
ULiy Of its Undoubtedly there are Ce ee OL ae 
that are non=productive, but if you maintain it at all it 
has to have continuity, otherwise you find yourself with a 
stub-end operation. 

MR. HUNGERFORD: I would like to point out, if I 
may ,=that the red line you are speaking of between the 
Canadian Pacific and the Transcontinental represents the 
shortest line between Ontario and Winnipeg, and also one of 
the lowest grade. 

COMMISSIONER LEMAN; That is the one with the Long 
Lac cut-off. 

WR. HUNGERFORD: There is a considerable flow of 

forest products down from Long Lac to Nipigon and Port 


Arthur and Fort William. acon 28 
(Page 768 follows) 
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MR. FAITRW&ATHER : 

A very substantial piece of line can De abandoned from Sud- 
bury to Bala. Thet is simply a matter of Picking out which 
ils the better Operating line and abandoning the OUReL Ss a7 
might be a combination of both. 

Then from Port MeNicoll through Lindsay to Millbrook 
Junction competing lines practically occupy the same terri- 
tory; there is a possivility of abandonment here, 

Then from Collingwood to Beston. 

Then there are a number of amall lines, amongst which 
may be mentioned: Listowel to Linwood, Kingscourt Junction to 
Glencoe, Woodstock to Ingersoll. 

Then from Ottawa to Pembroke up along the river there 


4 


is a piece, together with certain small pieces in the vicini- 
ty, namely, Arnprior to Renfrew, Payne to Bganville, Golden 
Lake to Pembroke, 

Dropping down to this south western part of Ontaria, 
one line can be abandoned from Windsor to Woodstock. 

Then from Agincourt, a point just outside of Toronto, 
to Glen Tay, near Smiths Falls, one line could be abandoned 
right through. That is the Canadian Pacific Shore line. 

They built it to obtain a competitive advantage over the Grand 
Prune Ve cost, them a Lok of money, but does not tap any new 
territory at all. In my opinion there is no reason why that 
line could not be abandoned. 

Then there is another piece from Port Hope to a 
junction with the Whitby line. That is part of the old 
Canadien Northern. We have been trying industriously to 
abandon that for how long, Mr. Hungerford? 

MR. HUNGSRFORD: It is mostly abandoned now. 


MR. FAIRWEATHER: There is a pisce remaining running 


into Port Hope. 
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MR. HUNGERFORD: Little by little the Canadian 
Northern between Toronto and Napanee has been taken up. 

MR. FAIRWEATHER: Then there 1s a little piece aowm 
from Brockville, Lyn Junction to Forfar, 

Then from Cornwall to DeBeaujeu -- this piece, 

Then this part of the Canadian Pacific mainline from 
Delson Junction out to Farnham. That would be dependent upon 
a joint terminal arrangement in Montreal; that Leo LE on, 
amalgamated the two systems and had complete coordination of 
Peaciiities an Montreal, you could abandon the line from 
Delson Junction to Fernham. 

Then there are small piéces north of the river and 
some just south of Quebec City. This brings the Quebec 
Central into the picture, a Canadian Pacific subsidiary. 

Then down in New iit ete a line in here from 
Edmundston to Grand Palls. That completes the abandonments,. 

THE CHAIRMAN: There ts very little or nothing between 
Quebec and Moncton? 

MR. PATRWEATHER Only that little piece in there, 

TH CHAIRMAN: What is the distance? 

MR. FAIRWEATHER: Thirty-eight miles. 

COMMISSIONER MURRAY: Is the St.John River Valley 
railway on the opposite side of the river? 

MR. FATRWEATHER: Yes, 

COMMISS! ONER LEMAN: That is the railway taken over 
from the government of New Brunswick. 

MR. FAIRWEATHER: Yes. The government of New Bruns 
wick built that railway and leased it to the Dominion Govern- 
ment for operation. Later on, that not proving satisfactory, 
they sold the property. 


THE CHATRMAN: Then there is a little piece down in 
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the Annapolis Valley. 

MR. FAIRWEATHER: Yes, 

THE CHAIRMAN: That is all down in the Maritime Prov- 
inces? 

MR. FATRWEATH:SR: That is all I can see. 

COMMISSIONER MURRAY: The eastern lines are the least 
profitable of your whole system. What can you do about it? 

MR. FAIRWEATHER: Of course, you are dealing with a 
very special problem there. 

COMMISSIONER MURRAY: Apart from them your operation 
ratio is 1.10. In other words, when you go down to the south 
shore you are not even making half your expenses on two or 
three of those lines. 

MR. FATRWHEATHER: On the average I think our operating 
ratio at the present time is about 110. 

MR. HUNGERFPORD: That is for the whole Canadian 
National system. Some of the branch lines would show a very 
very high operating ratia. 

COMMISSIONER LSMAN: Mr. Fairweather, that is an esti- 
mate prepared by the officers of the Canadian National Rail- 
ways? 

MR. FATRWEATHER: By the Bureau of Economics under my 
personal supervision. 

COMMISSIONER LAMAN: Is it conceivable that a joint 
examination of the whole situation would develop other 
features? 

MR. FAIRWEATHER: I think, sir, the only thing that 
would happen would be a reduction in the mileage, because 
we set very drastic standards. 

COMMISSIONER LOREE: May we know what those were ~~ 


the measuring stick? 
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MR. FAIRWEATHER: We used the population per mile 
affected, the station earnings per mile, and an estimate of 
the industrial capital invested in the country. It was more 
or less an elastic standard. We have all the detatls and can 
submit them to you. 

COMMISSIONER LEMAN: The sum of those is about 2,400 
miles? 

MR. FAIRWEATHER: About 2,400 miles. 

MR. HUNGERFORD: This programme just outlined by Mr. 
Fairweather represents a consideration of lines that might be 
abandoned in cooperation with the other company; but each 
company probably has other branch lines that are worthy of 
consideration in themselves, quite apart from the cooperative 
feature. 


MR. PAIRWEATHGR: I think we included everything, Mr. 


Hungerford. 


MR. HUNGSRFORD:; I should like to add this. In view 
of past experiences in endeavouring to get rid of lines of 
railway, it seems altogether too much to hope that anything 
like that programme could finally be carried out. You will 
find so many communities and so many interests involved, that 
I question very much whether it would be possible to secure 
final authority to dispose of them. 

COMMISSIONER MURRAY: Take that section between Seske 
atoon and Unity, where the lines are from three to four and 
in some cases from one to two miles apart, with separate 
stations in a fairly settled community. Would you be liable 
there for damages if you abandoned snything? 
| Me HUNGERPORD: That is a legal question; I rather 
think we would, but I am not competent to express an opinion 


in regard to it. Unfortunately in that section communities 
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have grown up on the different lines. 

LORD ASHFIELD: What procedure do you follow in order 
to abandon any railway? 

MR. HUNGERFORD: In general we apply to the Board 
of Railway Commissioners, who, if they approve, recommend 
Hone onion: to the Governor in Council. 

LORD ASHFIELD: You cannot do it of your own volition? 

MR. HUNGERFORD: No, sir. 

COMMISSIONER LOREE: What period of time does that 
take? 

MR. HUNGERFORD: Sometimes two or three months, some~ 
times longer. 

COMMISSIONER LOREZ; It takes two to four years in the 
States. I wondered how long it would take here. 

MR. HUNGERIOND: For the last fifteen years I have 
been involved in efforts to get rid of branch lines, and I 
ean count on the fingers of my hands the lines we have dis- 
posed of in that time. 

THE CHAIRMAN: Mr. Hungerford, it is five o'clock now; 
could you come at ten o'clock tomorrow morning? 

MR. HUNGERFORD: Certainly, sir. 

THE CHAIRMAN: We should like to hear your comment 
on the situation as a whole. You have had a very wide exper- 
lence, and I am sure 4 great many things must occur to you 
that would be valuable to us if we could have the advantage 


of hearing further from you. 


t 5 o'clock the Commission adjourned. - 
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The Commission met at 10 o'clock. 

THS CHAIRMAN: Mr. Hungerford, you have been con- 
nected with the National system and its predecessors for 
many years? 

MR. HUNGERFORD: Yes sir, 

THE CHAIRMAN: Perhaps you would like to give us 
some assistance with regard to the capital expenditures dur- 
ing the period we have had under consideration. 

Mak. HUNGERFORD: Mr. Chairman, I took advantage of 
a few hours last night to prepare a memorandum embracing 
certain of my views on ae railway question. 

THE CHAIRMAN: We shall be very glad to hear them, 
Mr. Hungerford. 

MR. HUNGERPORD:; It pretty well covers the field in 
& general way, and naturally deals with subjects that have 
already been presented to you many times. I have to apolo- 
gize for my voice, but I will do- the best I can. 

The building of railways in Canada has nearly always 
preceded the development of the section of country in-~ 
volved and has been almost uniformly the means employed 
to colonize and otherwise develop the section. Kiver 
since the inception of railways there has been an in- 
sistent demand on the part of communities for more and 
more railways with ae object of opening up more tribia- 
tary territory and thereby securing a larger volume of 
trade, and the country as a whole has generally support- 


ed large railway projects, even although they involved 
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the building of a very large amount of mileage through 
almost wholly undeveloped territory. 

In order to secure the benefits of railway service, 
municipalities have granted bonuses and the provincial 
and federal governments have made large donations of 
various kinds and have guaranteed securities issued by 
the railways in very large amounts. All of this indi- 
cates that the public was fully seized with the necessity 
of railway service if development was to take place. 

The ruilding of railways in advance of development in 

the territory necessarily implies that there will be a 
period during which the earnings are not sufficient to 
support the railway and the records show that almost every 
section of line in the country experienced serious finan- 
cial difficulties for a certain Length of time while: the 
communities served were growing and otherwise developing. 
In this sense Canada has nearly always had a railway pro- 
blem and the present one does not differ in principle 
from the others, except in magnitude, but the population > 
and wealth of the country has grown with the railways, 
and proportionately the problem is probably not more 
serious to-day than it has been at times in the past. 

It is significant that while railway mileage in- 
creased between 1900 and 1929 by 155 per cent -- the 
gross earnings of railways in the same period increased 
645 per cent and the external trade of the country also 
increased by 645 per cent, from which it appears to be 
a fair deduction that the external trade of this country 
has been made possible by the development through rail- 


ways. 
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As another evidence of the value of railway service 
to the country it may be pointed out that no community 
lacking railway service has attained any growth and there 
has been little or no development in sections of the 
country where railways do not exist. This desire on the 
part of the public for the construction of more railways 
still exists and only the present severe depression hag 
somewhat modified the clamor. 

COMMISSIONER LEMAN: With regard to the increase in 

railway mileage, the comparison is between 1900 and 1930? 
MR. HUNGERPORD: Yes; 135 per cent increase in 
rallway mileage. 
COMMISSIONER LEMAN: You have not worked out a curve 
showing the yearly growth? 

MR. HUNGERFORD: We have that. We can present it 

to you later if you wish. 

THE CHATRSAN:; You can let us have that? 

MR. HUNGHEAFOXD; Yes sir. 

THR CHALTRMAN: You can present the situation graphi- 

cally? 

MR. HUNGERFORD: Yes. 

THE CHAIKHAN: There might be variations in the 

percentages in between. 

MR. HUNGERFORD: Yes. 

COMMISSIONER LOREE; Have you the percentages of 

increase in the capital investment? 

MR. HUNGERFORD: Wo, but we can get that, Mr. Loree. 

We will make a note of it. 

It seems a reasonable conclusion that the develonv- 

ment of Canada has only been made possible by the con- 


struction of railways and in advance of substantial 
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settlement, and if this policy had not been vursued, 
Canada would not have attained its present wealth and 
population. 

Railway construction in Canada may be roughly divided 
into four periods in each of which there was some major 
development: 

(1) Prior to 1880 when the Baaha Trunk and Inter- 
colonial were constructed. 

(2) 1880 to 1900, during which the Canadian Pacific 
was constructed, 

(3) 1900 to 1915, when the Canadian Northern, National 
Transcontinental and Grand Trunk Pacific were con-~ 
structcd, as well as various branch lines by the 
Canadian. Pacific, and the Pacific Great Eastern 
and railways in northern Alberta. 

(4) 1916 to 1931, when various branch lines were con- 
structed by the Canadian Pacific and Canadian 
National railways. | 

The third, period, vig: from 1900 to 1915, was, that 
in which the greatest amount of new mileage was construct- 
ed and its close coinsided with the arresting affect of 


the war upon the general development of the country, and 
our present troubles began about that time as the tran~ 
sportation facilities had been provided but colonization 
stooped. The general result was the financial collapse 
of the railways now constituting the Canadian National 
system and thoir progressive taking over by the Dominion 
Goverment as a necessary measure of policy. 

Having assumed control of these various proverties 


the obvious thing to do was to coordinate them in order 
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that they might be operated as efficiently as possible 
and in the accomplishment of this objective all lines 
were placed under one management and the Canadian National 
Railway System was the result. 

The Situation which confronted the new management 
of the consolidated properties was an extremely diffi- 
cult one and it had a great multitude of problems to 
solve. The Grand Trunk Pacific and the Canadian Nor- 
thern were not entirely completed nor equipped for opera-= 
tion and the earlier constructed lines of the latter 
company were in a very poor physical condition; while 
the Grand Trunk and Intercolonial were badly run down 


as a result of war pressure and financial limitations. 


All of these groups were very short of rolling stock and 
what was owned was generally in a poor condition of re~ 
pair. 

On practically all of the lines, the condition with 
respect to ties, rails, ballast, bridges, buildings, and 
other features of like character was most unsatisfactory; 
terminal facilities required enlargement and rearrangee 
ment to permit of satisfactory and economical operation; 
the Bch of the various groups so as to operate 
as a single system involved the construction of numerous 
connecting lines and rearrangement of facilities. Al~= 
together, the physical condition was such as to preclude 
giving even reasonably satisfactory service. 

Beyond all this, the management was faced with the 
following combination of conditions: 

(a) Property bankrupt by a very wide margin, i.c.,- 


capitalized far beyond its oarning power. 
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LORD ASHFIELD: When you say "capitalizeds 
distinguish between the nominal amount of the capita 
the actual amount of money spent on the undertaking? 

MR. HUNGERFORD: Speaking of the investment account, 
Sire 

LORD ASHFIELD: But when you say, capitalized, do 
you mean money spent on the undertaking, on capital account? 

MR. HUNGERFORD:; The amount of money charged and 
appearing in the books against the property. 

LORD ASHFIELD: You do not analyze it to discover 
if it was actually spent? 

MR. HUNGER FORD: No sir. The figure as 1 recall it 
was 1,010 millions at that time, exclusive of government 
railways. 

LORD ASHFIELD: The only point you are making is that 
41,800,000,000 is too large a sum for the railways to be 
operated upon? 

MR. HUNGERFORD: Yes. 

LORD ASHFIZLD: In order to provide a return on that 
capital? 

MR. HUNGERFORD: It was an amount far beyond the 
earning power of the property. 

COMMISSIONER LEMAN: But not beyond the amount that 
was actually spent. When it was taken over by the Govern~ 
ment, was there anything else except the $10,000,000 paid 
to the Canadian Northern? 

MR. HUNGERFORD: Well, I believe the so-called capi- 
tal account of the Canadian National Railways includes 
within it the effect of pretty nearly all the railway mis~ 


takes of the past, in some shape or form. 


Oe ‘tA Rie at eh yrr, seh ‘ 


wets ; 


ef 


Sh Mr. Hungerford 


LORD ASHFIELD: Always reflected in money? 

MR. HUNGERFORD: Yes. 

COMMISSIONER LEMAN: Money that was spent without 
justification? 

MR. HUNGERFORD: Of course the situation varied from 
time totime.It was spent for many purposes, but a consider- 
able portion of that money was not reflected in the actual 
property, that is to say, was not my: in the construction 
of facilities. I do not know whether I make myself clear 
in regard to that. 

LORD ASHFTELD: I think the better way to leave the 
point would be to submit a detailed statement. Perhaps it 
would be rather challenging your memory to take you too far. 

MR. HUNGERFORD: Possibly so. That would be quite 
satisfactory. 

LORD ASHFIELD: It will be helpful if you will 
supplement that with a detailed statement of your capital 
position. 

SIR JOSEPH FLAVELLE: What you have is a body of 
securities in the hands of the public, and you have other 
securities represented by a figure for capitalization for 
which there was no money paid. You have a body of branch 
lines which, as you properly indicate, include all the mis 
takes, with the exception of those that the Canadian Paci- 
fic took over; but the great majority of these lines were 
taken over into the Grand Trunk or the Canadian Northern 
or some one of the lines entering into the National system, 
plus the small lines that various private parties or governa~ 
ments had furthered, notably in the far east. i 2G ae 


the #400 millions of the National Transcontinental and the 
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«ntercolonial, that represented money but not earning. On 
your balance sheet you include in your capital structure 
$2,800,000,000, a billion more than you indicated. You ine 
clude the capital stock of some of these, as though it were 
cash. Of course it never was put into the property; what 
was put into the property was the money that was secured 
from the public, the lines which were secure: from the 
Government at various periods, the share capital in some 
casés paid for by acquired properties. If you are going 
to analyze the whole of that statement, it will be quite 
useful. 

COMMISSIONER LAMAN: Are you quite sure, Sir Joseph, 
there are any amounts represented by equity stocks taken in 
Che -fonancial structure of the C.N.nw? 

SIR JOSEPH FPLAVELLE:; The Canadian Northern, for 
instance, is taken in at $100,000,000. 

THE CHATRMAN: Let me see if I understand Mr. Hunger- 
ford correctly. The figure of $1,800,000,000 that you 
have given us is what appeared in the books, in the invest-~ 
ment column? 

MR. HUNGERFOSD: Yes sir. 

THE CHAIRMAN: In respect to these railways, ex 
clusive of what you call the Government railways? 

MR. HUNGERFORD: Yes sir. 

THE CHAIRMAN: Now, the Government railways would be 
what ? 

MR. HUNGERFORD: That is something over $400,000,000. 

THE CHAIRMAN; I mean, what would they include? 

MR. HUNGERFORD: The Intercolonial, the National 


Transcontinental railway and the Prince Edward Island 
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railway. 

THE CHAIRMAN; Exclusive, then, of the National 
Transcontinental, the Intercolonial and the Prince Edward 
Island railway, the Tigure would be 1,800 millions? 

MR. HUNGERFORD: Yes sir. 

COMMISSIONER LEMAN: Then your claim is not that the 
money was not spent, but that it was not spent to advantage; 
is that your contention? 

MR. HUNGERFORD: I do not know that it is possible 
for anyone at this time, Mr, Leman, really to express an 
opinion with regard to that, because it goes away back to 
the early history of the Grand Trunk. It covers a period 
of seventy-five years or so, and I doubt whether anyone 
knows the exact history of all that occurred, 

COMMISSIONER LORBE: In the statement of OYOlie (aime 
loss the interest on government advances is stated as have 
ing been $30,157,944 in 1923 and ~O2,695,875 in 1930, an 
increase of about two and one-half millions. I had the 
impression that very considerable advances had been made 
in that eight year period, but they do not seem to be re-~ 
flected in the growthof the interest charges. 

MR. HUNGERYORD: The advances during the eight year 
period, that is to say, subsequent to January Ist, 1923, 
have been relatively small as reflected by that increase 
of $2,000,000. Subsequent to 1923 the Government changed 
the policy, simply guaranteeing the railway's securities 
sold to the public rather than furnishing the cash them-~ 
selves. 

SIR JOSEPH FLAVELLE: The Government guaranteed; 


the securities were sold to the public, and the interest 
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appears in the interest due to the public. 

LORD ASHFIELD: It is a method of financing. 

COMMISS IONER LEMAN: The Government became an en~ 
dorser. 

SIK JOSEPH FLAVELLE: The interest is not reflected 
in the $32,000,000; it is reflected in the interest on the 
1,250 or 1,500 millions outstanding. 

Mi. HUNGERFORD; I was just enumerating the condi~ 
tions that confronted the management at that time. 

(a) Property bankrupt by a very wide margin, i.e., 


capitalized far beyond its carning vower. 


(b) Lowest average traffic density of any large system 
ln North America, 
(c) Very low freight rates as compared with other 
countries. 
(d) Necessity of spending large amounts of money to 
keep certain lines in condition to operate at all. 
That has reference to the condition of bridges and things of 
that kind that were essential to overation; money had to be 
spent to make the lines safe for operation. 
ik JOSEPH FLAVELLE: Notably, I suppose,on the 
Canadian Northern throughout the west, where in the early 
days wooden trestles and bridges had been built. 

MR. HUNGERFORD: Not altogether, Sir Joseph. By 
applieca to the Canadian Northern to a very large extent; it 
also applied to the Grand Trunk Pacific, in the mountain 
section, and to the old Grand Trunk in the east and the 
Canadian Northern in the east as well. ©O far as the 
Grand Trunk in the east was concerned, it was more a matter 


of. steel bridges and things of that kind that had badly de- 
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teriorated. 

(6) Necessity of spending large amoumts to place the 
property in reasonable and economical working cone 
dition, 

That is over and above the necessity of just keeping the 
lines open, 

THE CHATRMAN: That last heading you have given 
does not convey anything definite to my mind. Would you 
please develop that a bit? 

Mit. HUNGERFORD:; In gensral the condition of the 
property was bad, either incomplete or s¢ largely run down 
that trains could not operate at speed; derailments were 
frequent; terminal facilities were inadesuate in most re- 
spects, and in poor condition, Altogether the physical 
condition was such that it was not possible to operate 
economically. Is that a sufficient answer? 

THE CHATRMAN: Yes, quite. 

MR. HUNGERFORD: The management was also confrent~ 
ed with an insistent demand on the part of the public for 
the construction of branch lines, grade separations, sta- 
tions and hotels, and for a higher standard of service 
generally. 

THE CHAIRMAN: The matter of grade separations 
was in the hands of the Railway Commission? 

Mi, HUNGERFORD: Yes. 

THE CHAIRMAN; The others the Railway Commission 
had no control over? 

MR. HUNGERFORD: Well, the board has a certain 
measure of control in regard to stations, yes, but not with 
regard to hotels. During all these years there has been 


just one continual roar for the construction of these 
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facilities -- 

LORD ASHFIELD: Roar, did you say? 

MR. HUNGERFORD: Yes. Perhaps it is not a good 

word; we will say, constant propaganda. 

SIk JOSEPH FLAVELLE: Pressure would ultimately, 

IT suppose, be brought to bear through parliament. 

MR. HUNGERFOKD: To continue the memorandum: 

The cause of the unreasonably high initial in- 
debtedness was the failure for reasons of policy to very 
substantially write down the investment accounts of the 
constituent companies that had failed under private manage- 
ment, plus the large sums advanced to them by the Dominion 
Government for interest and operating purposes, both before 
and after acquisition, but prior to January lst, 1925. 

THE CHAIRMAN: You are using the word “indebtednoss" 

in a very broad sense there, are you not? 

MR. HUNGERFORD: Yes sir. 

THE CHAIRMAN: Perhaps you would not mind explain- 

ing just what you mean by that? 

MR HUNGERFORD:; It comes back to the question 

we were discussing a few minutes ago -- the earning power 

of the company as indicated by the record of previous years 
was quite insufficient to meet the interest upon the securi- 
ties outstandim. 

SIR JOSEPH FLAVELLE: Under normal circumstances, 

Mr. Hungerford, if we had not had any war and a receiver had 
been brought in, thore would have been an immense writing 
down of the face value of the securities. That is what 
was done in the United States, whore largely British capital 


was involved -- not because it was British, but those were 
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the circumstances; the reeciver, or the reorganization 
following the receivership, changed the character of the 
securities. ach s case, because we were at war the 
Government determined they would not appoint a receiver Lor 
these roads but would take over the properties and operate 
them, so that that elimination process has never taken 
place. 

MR. HUNGERFORD: No. 

COMMISSIONER LOREE: Sir Alfred Mona says that 
modern civilization is kept alive by the surgical operations 
of the bankruptcy courts. 

THE CHAIRMAN: I still have not just grasped what 
you mean by indebtedness thore, Do you mean capital? 

MR. HUNGERFORD; Well, investment account, sir. 

THE CHAIRMAN: You mean investment account? 

MR. HUNGERFORD: Yes, As a matter of fact the 
Government advanced to the constituent companies prior to 
January lst, 1925, somewhere about $50,000,000, for various 
purposes -- capital account, interest payments, and actual 
operating purposes, and in some of the years they did not 
earn their overating expenses. 

COMMISSTONER LEMAN: That opens up the question Mr. 
Fairweather dealt with, that no depreciation would be 


needed provided you had perfect management and there were 


no mistakes, because if mistakes are made there is nothing 
with which to take care of the loss in capital. Would 
that qualify your statement, Mr .Fairweather? 

MR. FPAIRWEATHER: I think your statement is 
substantially correct, Mr. Leman. Ofc course... 


Loree has said, left to the open play of economic forcos, 
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bankruptcy becomes the cure of mismanagement. 

SIR JOSEPH FLAVELLE: Or in the absence of mis= 
management, the mig-direction of a good deal of expenditure, 

MR. FAIRWEATHER: I was using the word "mi smanage- 
ment" in its broadest sense, sir. I would conceive of 
unwise capital expenditures ag mismanagement. 

COMMISSIONER LEMAN: So that the replacement would 
take care of the normal wear and tear provided no mistakes 
were made involving any form of capital expenditure. 

Mi, FAIRWEATHER: Subject to this qualification, 
Mr. Leman: that a railway must continue to modernize itself. 
It is not enough simply to replace; one of the functions of 
good management consists in continually modernizing the pro- 
perty. it does it, however, gradually, and as a rather 
small percentage upon the ee investment. In a pro- 
perty the size of the Canadian National the proportion of 
the capital expenditure which would go to the modernization 
of the facilities runs to about $12,000,000 a year. a 
think Sir Joseph's idea is that that money is realy a 
maintenance charge; it simply keeps the property abreast 
of the times. It is capital which is distinct from ex~ 
pansion -- just simply to keep the property in a modern 
condition. With that qualification I can see no reason 
for depreciation as applied to railway operation, supposing 
your property is large enough to give a real diversity 
factor. Of nocessity, if you lock your capital up ina 
small number of parcels and one of those parcels goes 
astray, you are in a bad way, but if you have it locked up 
in a multiple of small commitments, then a number of them 


can become obsolete without affecting the general picture, 
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except in a very small degree, which you will continually 
be replacing by this capital expenditure that I am speaking 
about in the modernizing of your property. 

COMMISSIONER LEMAN: Where would you find the 
wherewithal to write off such an amount of capital as would 
represent a small mistake that might creep into railway 
management or railway judgment? 

MR. FATRWEATHEIi:; Of course, Mr. Leman, the thing 
about that is this -~- one might as well be blunt about it: 
the Canadian National as an entervrise from a financial 
point of view has been bankrupt from its inception, and 
the only means that we had at our disposal to apply effi-~ 
cient management to the property has been recourse to the 
financial backing of the Government. If we did not have 
that, then while our management ability might exist, ovr 
opportunity for putting that managerial skili into play 
would be non-existent. I might have the very best inten~ 


tions in the world, and I might know, for instance, that 


pee 


capital invested in a new yard facility in Montreal ~~ an 
this is a very concrete case -~ would yield SO per cent per 
annum, but if I cannot get my hands on the money, the know- 
ledge is of no value. 

COMMISSIONER LOREE: I would put that in another 
way, Mr. Chairman. I think the experience in the States 
is that the maintenance of the road in such manner as to 
keep it up to the state of the art involves an annual 
expenditure of about one per cent of its capitalization. 
If it shows an earning of seven per cent on its capital, 
the whole of that is not distributable; one per cent of it 


ought to be reserved for the property itself -- now Lor 
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maintenance, but for rehabilitation and adaptation to the 

state of the art. You have to tear down an old engine and 

replace it with a new one, to meet obsolescence, and things 

of that kind. 

THE CHAIRMAN: Well, Mr, Hungerford, do you wish 
to proceed? 
MR. HUNGERFORD: To continue with the memorandum: 

The rate structure was also practically beyond the control 
of the management and therefore the only opportunities 
afforded for improvement were the lowering of operating 
costs and the development of more traffic, and both were 
adopted as measures of bolic y; Among other, factors, a 
good service was obviously necessary to secure more traf- 
fic and a good physical condition was necessary for good 
service as well as being essential to better operat ing 
costs. The improvement in physical condition necessarily 
cost a lot of monéy and the fixed charges were thereby 
inereasec but the resulting savings were much greater than 
the increased fixed charges. Under the circumstances 
outlined above, it is not clear that any other course of 
action could have been generally adopted and aithough the 
cost involved has been great, much more than compensating 
savings in the cost of operation have been effected and 
the people of Canada have benefited largely from the im- 
provement in service. 

Pomicnt 247, enc. 2 em Sure bir Joseph will bear me out in 

this, that at the beginning of the period and just before, 

the service was anything but satisfactory. LG eau ld not 

be otherwise; the property was not in a condition to operate 


with any degree of success. 


% 


. 


‘“- (@3.10 (1:9°83% 


4 «ey 7 
ae ; sa ‘ 


e 


~ 790 - Mr. Hungerford 


SIR JOSEPH FLAVELLE:; Of course you spent a lot 
of money between 1918 and 1925, 

MR. HUNGERFO!D: Yes sir; the beginning of the 
Canadian National was about 1918, in the first instance. 

SIR JOSEPH FLAVELLE: The Canadian Northern was 
taken over in 1918, and a lot of money was spent on it. 


Then a good deal of money was spent on the Grand Trunk when 


it was taken over. 
MR. HUNGERFORD:; Oh yes, it is all part of the same 
development, to bring the property up. 
STR JOSEPH FLAVELLE: You really have to go back 
Go 1918 for your position. 
MR. HUNGERFORD: You really do, in order to get a 
complete picture. 
STR JOSEPH FLAVELLE; The Government has been a 
liberal cashier, you know, 
MR. HUNGERFORD: Oh, very. 
STR JOSEPH FLAVELLE; For a bankrupt property. 
WR. HUNGERFORD: It was very much bankrupt, though. 
In addition to the physical improvements that have 
been made since amalgamation, complete reorganization has 
been effected, traffic has been diverted to more economi-~ 
cal routes, pre-existing practices and methods have been 
examined, and the best that could be devised have been 
adopted for system use. Practically every phase of the 
company's operations and methods have been studied and 
improved. The collective effect has been that unit 
costs have shown a substantial reduction and are now com= 
parable with other railways if proper allowance be made 


for very low density of traffic and other adverse factors. 
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The other adverse factors, in general, are more severe 
climatic conditions which tend to increase the cost of 
operation in the winter time and to increase the cost of 
maintenance through the effect offrost upon the track. 

To-day it can truthfully be said that the Canadian 

National Railways are well organized, follow the best 
practices, operate at low cost, and in general provide 
excellent service to the public, and the loyalty, ini- 
tiative and general morale of the whole staff stand at 

a high level, and intensive efforts are constantly being 
made to secure higher efficiency and lower costs. 

SIR JOSEPH FLAVELLE; In the excellence of the 
property regard must be had to its ability to earn some- 
thing on the capital that is invested. There are no 
earnings available for the capital invested if there is no 
adequate dealing with depreciation on the property. 

MR. HUNGERFORD: That brings up a question to which 
i will refer later, briefly. But during the period under 
reviow we spent a lot of money from revenue in improving 
the standard of maintenance on the railroad. That has 
run into a large sum, which would not have been charged 
against operating expenses if the property had been in a 
normal condition at the beginning of the period. But it 
was not; the standard was too low throughout. 

LORD ASHFIELD: Is your point this: that if these 
large sums of money had not been spent since 1918 you would 
not have had as good a result, however unfortunate the 
financial result may be to-day? 

MR. HUNGERFORD: Yes, I mean just that -- that we 


could not have carried on these properties and given any- 
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thing like a service that would have been regarded by the 
public as satisfactory; furthermore, the financial result 
would not have been as good as it is to-day. 

LORD ASHFIELD: Your last point is the one I have 
in mind: you justify your capital expenditure on the ground 
that the finaneial result, whatever it may be, is better 
to-day than it would have been but for that expenditure? 


Md. HUNGSRFORD: That is axectly the point, sir. 


COMMISSIONER LOREE: In tearing down your equipment 
ana retiring it, where was that money chargod? Was it 
charged into operating expenses? 

lit. HUNGERFORD: Operating expenses, yea. 

SIR JOSEPH FLAVELLE: What is that, again -- that 
the provision for the betterment of the equipment and the 
obsolescence of equipment wes taken out of earnings? 


Mi. FAIRWEATHER: The equipment which was retired -- 


OIR JOSEPH FLAVELLE: You have an equipment account 
of how much ++ $300,900,000? 

MR. FAIRWEATHER: Yes sir. But in the period under 
review there was # very drastic revision of this equipment. 
Thousands of freight cars were retired and destroyod, and 
the cost of these freight cars which were so retired and 
destroyed was written into operating expenses. 

SIk JOSEPH FLAVELLE: You are going to give us these 
particulars in detail so as te show the actual amount that 
was written off for depreciation? 

MR. FAIRWEATHER: Yes sir. 

COMMISSIONER LOREE:; When you do that, Mr. Fair- 
weather, could you give us a statement showing the age of 


your various units of equipment -~- engines, freight cars 
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and passenger cars? I do not think it is worthwhile 
going into the work cars. 

MR. FAIRWEATHER: T have it all, sir «+: all class= 
fied by age groups. 

COM:ISSIONER LOREE: In about five year periods? 

MR. FAIRWEATHER: Yes sir. The average age of our 
freight equipment at the present time is fifteen years. 

THE CHAIRMAN: You may proceed, Mr. Hungerford. 

MR. HUNGERFORD?: I wag going on to deal with what 
I regard as the chief factors in our railway problem. | 

In my view the chief factors in the present railway 

problem of Canada are: 

‘a) The present world-wide depression. 

(bd) ‘Over-expnansion of railway construction possibly 
too far in advance of colonization and development 
in some CaseSe | 

(c) Increasing water competition. 

(4) Increasing competition by highway transport 
agencies. 

(e) A low rate structure and one not easily adjust- 
able to new conditions. 

The new conditions I refer to are largely a development 
of highway transport. 

(f) Tec high standard of certain passenger and steam- 
ship services and hotel developments. 

Now, cemng to the various solutiozs that have 
been discussed, I would like to express my opinion in 
regard to one suggestion, and that is the amalg«mation 
of the two major railway systems. 
(1) The consolidation of practically a1] railways into 


one system would inevitably result in a serious decline 
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in the energy, initiative and enthusiasm of the officers 
and employees which is now at a remarkably high level 
and which has been largely developed end sustained by 
vigorous competition. The spirit of loyalty and en-~ 
thusiasm constitutes a most important asset and if it 
wore seriously impaired, as it doubtless would be, the 
resultant loss would largely, if not wholly, offset any 
savings that might be effected. Not only would the 
railways lose in efficiency and consequently in the cost 
Osi operation, but the public would also suffer seriously 
from the general slowing down and deterioration of the 


service, Competition has very largely created the ex- 


isting morale of the staff and only competition can main- 
tain it. 
(2) In view of the efforts that have been put forth 


by the people in various communities and sections of 


Canada and the obligations that have been assumed to 
secure cempetitive railway service, it would appear that 
the people generally place a high value upon it, and pre- 
sumably would be reluctant to give up now what they have 
secured. At one time there was practically a railway 
monopoly in western Canada and during that period there 
was almost constant agitation for the construction of 


other railways and the provision of competitive service. 


This agitation nearly developed inte an insurrection and 
forced the Government of the time to make arrangements 
whereby the construction of competing lines became poss- 
ible. Even although well served by one railway, a 
community almost invariably presses for the construction 
of another one whenever there appears to be a reasonable 


chance of accomplishing such purpose, in order, as they 
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believe, to benefit the community and quite regardless 

of whether such construction is justified economically, 
or otherwise. A review of what has occurred in past 
years, together with the fact that such efforts are being 
made even now, must lead to the conclusion that the 
people generally do place a high value upon competitive 
railway service. 

LORD ASHFIELD: If I understand you correctly, 
you are in favour of competition? 

MR. HUNGERFORD: I am. 

LOFD ASHFIELD: Of course that is your own personal 
opinion? 

WR. HUNGERFORD: Yes. 

LORD ASHFIELD: It does not reflect the views of 
Sir Henry Thornton. 

MR. HUNGERFORD: I reflect my own Views. To 
not know just how they coincide with his. 

LORD ASHFIELD: Your experience tells you that the 
best results Loree community as a whole are obtained by 
having competitive services in these two railways? 

MR. HUNGERFORD: Yes, within reasonable limitations. 

LORD ASHEIELD: Perhaps you would explain what you 
mean by reasonable limitations, and how they could be made 
effective. 

MR. HUNGERFORD:; Every once in a while competition 
more or less runs away and develops Into a ridiculour pox 
sition. It is quite possible under the stimulus of com- 
petition to have unwise development~-- too much servics, 
too high class service or something of that kind. But 


after all, competition in railway services in Canada 1s 
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of the same general character as that of competition between 
railways in other countries, the United States ine ludéd, aid 
also of the same character as the competitive factors ag 
between commercial firms of all Kinds everywhere. 

LORD ASHPICLD: But if I may say so, competition be« 
tween industrial concerns is not on quite the same footing 
as competition between railway services. Railway services 
have to be operated: you cannot avoid it -- they must be 
continued, because you have to serve the public. Other 
businesses may cease to oxist if they are no longer pro- 
fitable, but railways must contime. May I ask you this 
question: when you base your conclusions on this question 
of competition, is it that one system should be nationally 

wnec. and the other privately owned? 

HR. HUNGEREORD: My lord, if I had had the direction 
of affairs I would have had them both primwately owned. But 
that condition was not possible. 

LORD ASHPI EDs Dose it attest vous He at all, the 
fact that we are faced with the position that one is nation-~ 
ally owned and the other is privately owned? 

MR. HUNG@RFORD: No. 

IORD ASHAVIELD: Tp idoes not alter i167 

MR. HUNGENPORDs; No, 

LORD ASHFIELD: You would leave the position just 
as it is? 

MR. HUNGERFORD: Yes, I would. 

THE CHAIRMAN: In that respect, you mean’ 

MR. HUNGERFORD: Yes, in that respect. 

SIR JOSEPH FLAVELLE: That is to say, it being im~ 


possible to pass the National system over, to sell 5 oR OF 
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somebody privately, you accept the National system as a 
competitor because it is necessary in your view to have a 
competitive system -- or perhaps desirable is the better 
word. 

MR. HUNGERFORD: Well, I think it is in the general 
interest, in view of the fact that these two railways ex- 


ist at the present time, that they should be continued as 
separate institutions and allewed to compete one with the 
other, with a certain measure of restriction against un- 
reasonable development, but still maintaining the principle 
of competition. 

SIR JOSEPH FLAVELLE: What is the method of restric- 
tion you have in mind? 

MR. HUNGFRFORD: I rather endorse the principle of 
the suggestion of Sir Henry Thornton yesterday as to the 
appointment of some body -- or at least some comnission 
being endowed with power more or less ta supervise and to 
prevent ridiculous developments. 

COMMISSIONER LORES; If you had a free hand, would 
you rather see these national roads in the hands of a 
private corporation, or in the hands of the Government? 

MR. HUNGERFORD: Entirely free hand? 

COMMISSEONEA LORE: Yos. 

MR. HUNGERFORD: Oh, I think IT would have them in 
the hands of a private company. 

LORD ASHFIELD: Can you help the Cemmission on 
this question of whab you eall ridiculous competition by 
suggesting how that can be ayosdeat You do think it is 


a ridiculous position now, do you, oF has competition 


got thatifar jeu! 
wR. HUNGERFORD: I do not think that a large pro- 
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portion of the compcotition between the two railways has 


been unwarranted or ridiculous at all, but I do admit that 


in certain developments it has reached a ridiculous point. 


I have no hesitation in saying that I think we went too 


far with hotel development and in connection with some 


steamship developments, and to a slight extent we have done 


so in connection with passenger train:services. 


pretty well 
STR 


come wiser, 


MR. 


struction? 
MR 
THE 


do not want 


That is 
past now -- it is pretty well done. 

JOSEPH FLAVELLE: Adversity helps us to be- 
some times. 

HUNGERPORD: I think we learn from experience. 


CHAIRMAN: Does that extend to premature con- 


HUNGERFORD: Well, to some extent, sir. 
CHAIRMAN: May I put this question ~~ and I 


an answer in detail at all: in what you have 


just said are you thinking of what was done in the light 


of experience, or in the light of what should have been a 


proper judgment at the time? 


MR ry 


ence, sire 


HUNGERFORD: I am not quite sure of your refer- 


THE CHAIRWAN: I mean with regard to premature con- 


struction. 


It is easy to say now: "Oh well, it was too 


soon," and so on; is it from that point of view that you 


would criticise such items of premature construction as 


you have in mind, or do you say that looking it from the 


point of view of the judgment that. should have been exer- 


cised at the time the construction was decided upon, it 


: y , 
was unwise competition ~~ to use a milder phrase than the 


one you have used? 


~ 799 = Mr. Hungerford 


MR. HUNGERPO Ds: Well, one's hindsight is always 
much better than foresight. 

THE CHAIRMAN: That is what I am recognizing. 

MR. HUNGERFORD: But under the conditions thet 
prevelled at the time these major developments took place, 
particularly in connection with the construction of the 
Canadian Northern and the Grand Trurk Pacific, as being the 
most outstanding feature in railway development of that day, 
f think Sir Joseph will bear me out in this, that there was 
& general support of the vroposal throughout the country, 
and that was reflected in the acts of parliament bearing 
upon the question. I happen to know that Sir Joseph was 
one of the objectors to the policy, but it is a fact, I 
think, that the great majority of the people at that time 
thought it was the prover thing to do. I recall distinctly 
reading in many editorials in representative newspapers 
statements to the general effect that railways cvuld not be 
built rapidly enough to cope with the development of the 
COUNGLrYs it is not a species of condemnation at all; I 
am simply stating a fact that is recognizable by all. 

THE CHAIRMAN: I really had not in mind the large 
question of policy involved in the construction of the 
Grand Trunk Pac tele, or the question, whatever it was, 
whether of policy or something else, involved in the con- 
struction of the National Transcontinental; I was thinking 
of the moro recent developments that have been criticised, 
particularly ‘in. oe ee Canada. 

MR. HUNGERFORD: The railway development since 
perhaps 1920 has consisted almost entirely of the con- 


struction of branch lines, and both companies have followed 


— 
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about the same policy and practically to the same extent. 
I do not think it can be argued in any case that any one 
of these branch lines in itself directly is justifiable 
but from the standpoint of the national interest and from 
the standpoint of the secondary benefits to the railway, 1 
think a case can be made, Any good policy, however, may 
be carried too far, and the question therefore is whether 
that good policy was carried too far in this instance or 
NOt. Personally I doubt whether it was. I think that the 
secondary benefits to the railway in the way of the traffic 
furnished, the movement over the main dine, together with 
the increase in the national wealth due to the construction 
of these lines, would probably justify them ~~ I rather 
THC SO. 

SIR JOSEPH FLAVELLE: Have you thought, Mr. Hunger- 
Fora of this: questions if the policy of the country to-day 
were such as would not be a matter of choice on the part 
of the investor, that is to say, if rates were put down 
below what the investor might reasonably expect the rate 
to be, have you considered whether it should be a charge 
upon the country and not a charge upon the railways? 

MR. HUNGERFORD: That is a subject we have dis- 
cussed many times, Sir Joseph, It is perhaps an academic 
question. 

Sin JOSEPH FLAVELLE: But is it an academic 
question? 

MR.e HUNGERFORD: Well, I really do not know. 

SIR JOSEPH FLAVELLE:; If we are operating the 
railways as a business venture, and parliament intervenes 
and says that for certain public reasons they want it to 


be overated not primarily as a business venture but as a 


fe 
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public enterprise, is there seme place where private 
interests, or even railway men operating a public property, 
would say: Do not make it a charge against the railways 
but rather a change against the consolidated revenue of the 
country? 

MR. HUNGERFORD: I think it is reasonably fair to 
say that perhaps the agricultural interests in particular, 
and possibly others, have been bonused in the way of ex- 
ceptionally low freight rates at the expense of the rail- 
WaysSa 

COMMISSLONER LOREE:; Would it be e fair statement 
to make that a democratic form of government is no com= 
petent agency to carry on the railroad business? 

MR. HUNGERFORD: That is a very large question. 

We are seeking to do it, Mr. Loree, as a matter of necess- 
itye 

COMMISSIONER LOREE: But are they doing it? The 
records do not show they are, becausc they are going be~ 
hind cvery ycoar. 

THE CHAIRMAN; I think the point as put by Mr. 
Hungerford goes beyond carrying on the business, Mr. Loree; 
it is the regulation of the business. Is a democratic 
government competent to regulate rates? 

MR. HUNGERFORD: That is a large question. 

THE CHAIRMAN: I think what Sir Joseph is suggest~ 
ing is this, whether Parliament should make a grant every 


year to make up the difference between what you would con]= 


sider a fair rate and the rate which is fixed either 


directly or indirectly by virtue of the Crow's Nest Pass 
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legislation? 

MX. HUNGERFORD: Certainly if that were done -~ 

THE CHATRMAN: Of course they have to do it in your 
case, but in the case of the Canedian Pacific. 

MR. HUNGERFORD; Well, that is a very large ques- 
tion of policy, and I do not know that I am competent to 
pass an Gpinion on it. 

STR JOSEPH FLAVELLE: May I speak from another 
angle? You have referred to what I think is recognized as 
an accomplishment in the Canadian National, the loyal 
spirit which prevails throughout the service; and it has 
transpired from the testimony of officers during the sitt~ 
ings of the Commission that it is their view that what has 
been accomplished is a worthily done piece of work. | Mi 
am not attempting to combat that, but I simply wish to get 
at this point: this Commission presumably is appointed i 
because the manner in which the railways have been con-= mh 
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it becomes necessary to determine in what other manner a 
they could he conducted so that this embarrassment may be 
relieved. Now, among the things that belong to a loyal 
staff is the interpretation of the trustee relationship 
which is involved. The Government of the country is 
operating a system of railways, some of them duplicated 
against one another at an'ecarlier period; some of them in 
answer to a popular outery. There is apparent the stern 
necessity of administration within the limits of the re- 
sources of the owner; and that is fundamental in all 
administration. It has happened in your case that be~ 


cause the Government of the country has been a free 
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treasury, the expenditures have been very liberal -- not 

& bankrupt road expenditure, but an affluent ownership ex- 
penditure. The Chairman asked a little while age whether 
your designation of some of these expenditures as involving 
ridiculous compotition was an afterthought, after the ex- 
penditure was made, or a pre-thought, as it were ~- a check 
whieh you think should have operated upon the natural opti- 
mism and buoyancy of a liberal treasury with plenty of money. 
After all, elthcr the Commission should not have been formed, 
or,without attempting to express any ungenerous criticism of 
edministration, it is primarily formed for the purpose of 
endeavouring to correct an existing situation which results 
in a burden heavier than it is believed the country can 
bear. Now, the country is faced with a very grave finan- 
cial situation ~- fixed charges which cannet be reduced: a 
heavy capital debt; large pension commitments; substantial 
subsidies to the provinces. Between one thing and 

another we will have a very disturbing excess of expendi- 
ture over revenue during the curront twelve months, so 
disturbing a sum that the Government apparently is diligent- 
ly looking for some means of lessening expenditure on the 
one hand and, I presume, of increasing taxation on the 

other so as to try to live within the budget. Ag a 

senior officer in charge of operation of this great system 
you have in your very excellently prepared memorandum 
candidly stated the story of the over-development of these 
railways without any legal action being taken whereby 

there could be a reduction of the capital by the usual 


means of receivership. Believing as you sincerely do 


i aa Mr. Hungerford 


that there should bc two competitive systems, have you a 
practical working basis for the two systems to run in com~ 
retition whereby they will operate in harmony with the re- 
sources of the country and maintain necessary present ser- 
vices? 

MR. HUNGHRFORD: Well, I believe so, 

SIR JOSEPH FLAVELLE: What is it? Perhaps it is 
given later on in your memorandum. 

MR. HUNGERFORD: There is a littilc more; perhaps 
you would permit me to read it,and then we can carry on the 
discussion further. Lt does cover that in a general way. 

Having regard to all the circumstances I beliove 

the best ultimate results will follow the adoption of 
the following policies: 

(1) Maintain present status and organization of the 
two railways, 

(2) Cooperation between the two companies as far as 
feasible subject to the condition that in any 
case, neither company shall suffer loss, and that 
one or the other, or both, shall secure sub- 
stantial advantage, 

(3) Continue the present policy of effecting every 
practicable economy in operation. 

I would like to develop that a little more. 

(4) Take all reasonable measures to combat highway 
competition. 

(5) Restrict capital expenditures to: 

(a) Items nocessary for safety of operation. 
(b) Items ordered by competent authority or 


obligations assumed by agreement. 
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(c) Items which will undoubtedly earn a full 
return on investment. 

In this connection I desire to endorse in prin- 
ciple the suggestion offered by Sir Henry Thornton that 
some commission be endowed with power, 

(a) To enforce reasonable cooperation between the 
companies, subject to the conditions outlined 

aDOVE .s 

(b) To whom application would have to be made for a 
certificate of public convenience and necessity 
before any flotation of railway securities could 
be made, 

THE CHAIRMAN: The railway securities to which 
you refer would include shares, as I gather from what Sir 
Henry said yesterday, 

MX. HUNGERFORD:; Yes, any securities, L ateot 
suggest any particular cemmission, but I think somebody 
should have that power, 

SIR JOSEPH FLAVELLE: You refer a little earlier 
to a competent authority. What do you the :n by competent 
authority -- parliament? 

MR. HUNGERFORD: No -- the Bard of Railway 
Commissioners, fer instance, in ordering a grade separa 
tion or something of that descriotion, such as a public 
service commission. We are ordered by various public 
bodies to do various things. 

COMMISSIONER LOREER:; The ancient Egyptians had 
a vory interesting custom, At the proper moment in the 
midst of their luxurious feasts a man would walk areund 


the table with a skull mounted on top of a pole, and I 


6 
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seem to be elected to do something of that kind. Who is 

it that is rocking the boat? fs it labour, or what is it? 
Take my own company; we will have earncd this year, above 
our fixed charges, about $100,000; if we had the wage 

scale of 1913 we could declare a 20 per cent dividen . 

Now, are all those things that you have elaborated subordin«= 
ate to that question of wage scale, which has not been 
montioned? 

MR. HUNGERFORD: Well, the wage scale of the 
Canadian National, Mr. Loree, is just about the wage scale 
of all other American railways; they are almost exactly 
equal. 

COMMISSIONER LOREZ: That balloon has been blown 
up to such an extent that it is liable to burst at any 
time e 

MR. HUNGERFORD: Quite so. We have been apparente 
ly successful in effecting some reductions any waye 

COMMISSIONER LOREE:; That is a grain of sand on 
the beach. 

MK. HUNGERFORD: Yes, but it all helps. 

COMMISSIONER LOREE:; Where would you be if you 
had the 1915 wage scale? Have you figured it out? 

MR. HUNGERFORD: No, I have not. 

COMMISSIONER LOREE: Would all these deficits 
disappsar? 

MR. HUNGERFORD: No, I do not think so. 


COMMISSIONER LOREE: Practically? 


Ls) 


MR. HUNGERFORD: No, I do not think 80. We are 


carrying too big a burden. 


(Page 825 follows) 
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STK JOSEPH FLAVELLE: What is your total wage and 
salary bill? 

COMMISSTONER MURRAY: The estimate for 1931 ig 89 , 000 
men, $142,000,000. 

COMMISSIONER LEMAI: That would be wages only? 

COMMIS SION.R MURRAY: Yes, 

THE CHATRMAN: Does it vary very much from month to 
monocn? 

MR. HUNGERFORD: Yes, very widely. 

COMMISSIONER MURRAY: For 1929 it was Li1,000 men, 
$174 ,000,000. 

SIR JOSEPH FLAVELLE; That is for employees O} 6 bah aia 
does not deal with your sa ary payroll? 

MR. HUNGEREFORD: Mo, I think that includes the whole. 

COM TSSIOWER LOREH: I figure generally that your in- 
ability this year to pay fixed charges will be about 
$90,000,000. 

Ma. HUNGERFOKD: If you teke into account the interest 
upon the money advanced by the government. 

CONMISST NEN LOREER: Certainly,I am teking the whole 
GAlme TT you could go back to the 1913 payroll you would 


save about $94,000,000, so you would just ebout put your boat 


MR. HUNGERFORD: The wage scale on the government 
railweys cannot be materially out of line with that of other 
railways e 

COMMISSIONER LOREE: No, I was not attempting to re- 
flect on individual roads. My own road is just as bad. We 
are simply trying to diagnose the disease from which the 
patient appears to be suffering. 

MR. EKUNGEHRFORD: All railways are suffering to some 
extent from what you say ~~ I think from too low freight 


ratesse The roads in the States evidently thought that was 
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80 because they applied for increased rates. 

COMMISSIONER LOREE: No, that was not the reason. The 
fellows that wanted to »>ring about amalgamation were trying 
to find some means cof saving themselves from receivershins 
regardless of the interests of others, 

MR. HUNGERFORD: There is no doubt there has been an 
increase in wages, It has not been as great as in some lines 
of industry that are more responsive to change. The situation 
in respect to wages on the railways is very firmly fixed; it 
is a very difficult matter to sae an adjustment. 

COMMISSION LEMAN: Have we that comparison in the 
ToCord? 

Mk. FPATRWHATHNR: Yes, it is included in the sub- 
missions which were made yesterday as a statistical compil- 
ation of the comparative wage rates for varicus Classes of 
employees, from prewar days up to the present, together with 
a graphical analysis of the representative groups of labour 
compared with the cost of living index and the wholesale price 
index, 

@MMISSIONEN LEMAN: That rims from when to when? 

MR. FAIRWEATH'R: From prewar days, 1913. 

SIR JOSEPH FLAVELLE: What is the difference in wages? 

MA. FATRYSATHER: It varies with practically every 
class of employee. On pages 53 and 54 <- 

SIR JOS#PH | PLAVELLE:; That is a memo we have not yet 
received. 


COMMISSIONER MURRAY: It was not distributed last 


night. 
MR. PATRVAATHER: It was submitted to the secretary 


= 


ye st erday e 


COMMISSIONSR LEMAN: But when does your curve stop? 
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MR. FATRWEATHUR: Right today, that is in 1931, 

COMMISSIONS LEMAN: But does it include the read just~ 
ment of wages effected in 19319 

MR. FAIRWEATHER: It does. 

COMMISSIONER LEMAN: Because in industry there have 
been some drastic read justments, 

MR. FAIRWEATHER: This relates solcly to railway 
labour. 

COMMISSIONER LEMAN: Tf thought there was a comparison 
with other forms of industry. 

MR. PATRUBATHER ft is a compilation of the varLous 
classes of railway labour compared with the cost of living 
index and the index of wholesale prices. 

THE CHAIRMAN: There is no average figure you could 
give, not as to nominal but real wages, between 1913 and 
today? 

Mi. FAIRWEATHER: It would he an extremely difficult 
thing to give a true average, sir. The trouble is that the 
relative amounts of the different classes of labour includea 
at thet time and at this time would change. But an approxi- 
mation could be furnished. 

SIn JOSEPH FLAVELLE; You give 94,000,000, Mr. Loree, 
as the amount of the peeeinie difference in the $170,000,000 
wage and salary seale. You mean they are more then double 
wheat they were? 

COMMISSIONER LORE: About three times, roughly. 


SIR JOSSPH FLAVELLE: Does thet include salaries as 


COMMISSIONER LORER: Yes, sir, 
SIR JOSEPH FLAVELLE: Mr. Hungerford, Mr. Loree from 


his experience with American railways states that the 
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difference in wages and salaries for the same services Ls 
approximately almost three times ag much as the scale pre- 
Vein git he LOTS. 

COMMISSIONSR LOREE: There is a Sreat deal of complaint 
about maldistribution of wealth. JI wonder sometimes there is 
not more complaint about maldistribution of tenor voices: we 
have not had any since Caruso stoppéd singing. When rail- 
roading started in England a hundred years ago a locomotive 
engineer got 45.25 per week; he had an average daily run of 
90 miles between two terminals; he worked about twelve hours 
a day; he took care of his engine ~~ he was a mechanic in the 
shop when he was not running his engine on the road. The 
Bank of England discount rate was 4 per cent. Today our better 
paid men get a little over $300 a month; they work eight 
hours a dav; they are waited on as though they were gentle-~ 
men of the Court; they bring their engine to the cinder pit 
and the hostler takes it off their hands, puts in sand and 
water, draws the fire and does all the rest of the work; the 
locomotive is inspected for them at the roundhouse; they are 
just riders; they get thirteen times as much wages as the 
locomotive engineer did a hundred years agoe The discount 
rate of the Federal Reserve Bank this last year has been a 
IiUGLe Under 2 ner cents canltyl is getting one half the re- 
turn that it got a hundred years ago. Yet you have got this 
constant complaint about maltreatment of labour, and there is 
not a man in public life nor in the pulpit that says a word 
about it; nobody discusses it at all. 

MR. FATRWZATHER: Perhaps to clarify the point. raised 
by the Chairman, I may say that I made a rough approximation 
to shis point; that is, what was the actual increase from 


prewar times to the present in Canadian railway labour wages, 
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and I should estimate that the relative figures would be 
about S2 in prewar times and about 100 today. So that there 
would be -- 

THE Gi AIRMAN: That is allowing for the difference in 
the cost of living? | 

MR. FAIRWEATHER: No, that is actual dollars. 

THE CHATRMAN: That is the monetary difference? 

MR. FATRWEATHHR: Yes, sir. 

THE CHATRMAN: Railway labour with you, I should gather 
has a much larger denotation than with Mr. Loree. TI fancy, 
Mr. Loree, your figures must be derived from a smaller field. 

COMMISSIONER LOREE: Just my own roads. 

THE CHAIRMAN: I do not mean that so much, I mean the 
cost of labour. 

COMMISSIONER LOREE: No, I have taken all the labour. 

THE CHAIRMAN: You are covering all kinda of labour 
used in railway work? 

COMMISSTONER LOREE;: Yes. Take the experience of the 
Delaware and Hudson. The men on our payroll in 1913 on a ten 
hour day worked 58 5265 ,000 man-hours 5 in 1930 on an eight 
hour basis they worked 28,689,000 -- a reduction of 25 per 
cent. Now, the wages paid out for 25 per cent less work rose 
from $9,475,000 in 1913 to $20,222,000 in 1930, or 113 per 
cent -~ we paid 113 per cent more money for 25 per cent less 
work. The wage per hour rose from an average of 25 cents 
to an average of 71 cents, or 184 per cent. That is, for 
every dollar we were paying out in 1913 we paid out $2.84 
oe me RO 

MR. HUNGERFORD: There was this difference in con- 
dition, Mr. Chairman, that might account for the discrepancy 


in the figures. As applied to the Canadian National, the 


7 
ae 
| oe + S960 7 
03 evbtniee wat teri 


yd Or code fet ot 


a 


_ my) *)’ ¢ ,* eft, = pte”; 
r ¢1 4 phy fey re Thc 


eerageton rt Qyeteos 


~ 830 - Mr. Hungerford 


western territory, that is to say western Canada, had higher 
rates before the war than had eastern Canada, and that would 
tend to raise the average considerably. There was a material 
Ohi ference. Lor instance, machinists received from 37 to 38 
cents in the east, but in the west they received 54 cents. 

THE CHAIRMAN: What abuut wages before the war? 

Take the east for example; what about railway wages before 
the war as compared with similar wages on the American 
Lines? 

Mi. HUNGERFORD: There has been general uniformity. 
Wage movements are progressive, either forward or back. Some- 
times roads in one section of the country are a little bit 
in advance of those in another section, but in general over 
a period of twenty years there has been no very material 
difference between the rates paid on Canadian and on American 
Pines. “et te nov true oF every Eroun, <0 isnot truc ait 
any particular time 100 per cent, but on the average and in 
general that is true. 

THE CHAIRMAN: But there is that distinction, that in 
the west there was a higher rate than that generally pre- 
valling in the east and in the States. 

COMMISSIONER LOREE: No, the same difference exists 
in the States. 

MR. HUNGERFORD: Yes, the rates west of the Mississ- 
ippi are materially higher than those in the east. 

COMMISSIONER LOREZ: The Kansas City Southern in 1913 
worked 16,641,000 man-hours;in 1950,11,211,000 ~a reduction 
of 32.63 per cent. It paid out in wages in 1913 Co 555,000. 
and in 1930, $7,675,000. That is, for thirty-two and two 
thirds less work they paid out 77.12 more money; and the 


rate per man-hour increased from 26 cents to 68 cents, or 
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161-5 per cent. That is, for every dollar we paid out in 
1913 we were paying $2.61 in 1930. 

LORD ASHFIELD: They may have run more miles. 

COMMISSIONER LOREE: This covers section men, shép 
men -- everybody on the payroll. 

LORD ASHFIELD: I thought you said the amount of work 
done was 50 per cent less. 

COMMISSTONER LOREE: Nine hours. 

LORD ASHFIELD: The eernings are not greater? 

COMMISSIONER LOREE: I do not think so, your Lordship. 
The experience of the American roads has been that about 
1900, over distances such as from Kansas City to Port Arthur 
on the Gulf of Mexico or from Chicago to New York, the average 
speed of a freight car was about six miles an hour, and of a 
freight train between terminals about thirteen miles an hour, 
The average speed of a freight car today runs up to nearly 
ten miles an hour, but the average speed of the train on the 
road continues to be about thirtcen miles an hour. So the 
improvement has all been due to the elimination of waste in 
the yard work. 

LORD ASHFIELD: Would the larger train help on the ton 
mile basis? 

COMMISSIONER LOREE: Yes, through the heavier engine 
and capital investment, but not owing to anything the men are 
doing. 

LORD ASHFIELD: No, you are running just the same 
number of miles but with a bigger unit. My experience of 
labour ts that shey argue they heve greater responsibility 


arising out of larger locomotives and more complicated 


maci1ines. 


COMMISSTONER LEMAN: In reference to the extent of the 
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fiela of competition which you referred to, Mr. Hungerford, 
in this memorandum, I understand that you do not favour dupli- 


caticn of lines where two lines cannot secure sufficient 


MR. HUNGERPORD: As a general principle, yes, subject 
to local requirements. 
COMMISSIONSR LEMAN: We understood yesterday that it 
, might De a constructive moasure to pool the passenger traf~ 
fic in order to secure Detter results, inasmuch as this traf- 
fic was a source of loss. 
THE CHAIRMAN: Competitive passenser traffic? 


COMMISSTONGR LEMAN: Yes. Do I wmderstand that that 


also meets with your approval? 


MR. HUNGERFORD: Yes. 

COMMISSION':k LEMAN: Now, if I understood rightly, you 
gave us yesterday, Mr. Hungerford, an estimate that 75 per 
cent of your traffic was non-competitive. 

MR. HUNGAAFOnD: It was the division of passenger 
traffic, sir, between competitive and non~competitive. It 
was purely a guess because I had no figures. 

THE CHATiMAN: I understood you to say your impression 
was that the figure would be higher in the case of freight. 

COMMISSIONER LEMAN: That competitive traffic would be 
only 25 per cent. 

THE CHAIRMAN: Competitive passenger traffic. But I 
rather understood Mr. Hungerford to say that his estimate for 
non~competitive traffic would be higher in the case of freight 
than in the case of passenger; or was I wrong about that? 

MR. HUNGSIFOND: IT would hazard the guess now that 


that is substantially correct. 
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LORD ASHFIELD: I rather gathered from what he said 
yesterday that there was not much to be gained from the 
pooling of freight traffic. 

COMMIS ZON4R LEMAN; Do you venture an opinion on that, 
Mr. Hungerford? 

THE CHAIRMAN: I rather like to put it this way, I do 
not know whether it meets with your approval or not: It is 
just an impression you got, derived from your general ac- 
quaintance with the subject. 

MR. HUNGERPORD: It is my impression, and it is noth- 
ing more than an impression. 

THE CHAIRMAN; An impression of 25 and 75 with regard 
to passenger traffic, and in the case of freight traffic the 
non-competitive share would be a little bit higher? 

MR. HUNGERPORD: That is my impression, quite un- 
supported. 

THE CHATRMAN: I understand. 

COMMISSIONER MURRAY: Might I put it this way? I find 
from the figures that the revenue in 1930 of the Canadian 
Pacific and the Canadian National for passenger traffic was 
nearly 3100,000,000; and the deficit in the two services 
about $25,000,000. There has been a steady loss in the last 
four years in the passenger service on all lines. The year 
before, 1929, a good year, brought about $114 ,000,000 revenue 
to the two lines, and a loss of about $15,000,000. While I 
was away I notice by the record that Mr. Fairweather put 
forward a proposal for pooling passenger traffic which is far 
broader than that which you suggest. It’ was something like 
this: A transportation company would be established, and this 
company would determine the quantity and quality of service, 


would control advertising, would issue and sell tickets, 
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would issue bonds to each company for the property taken 

over, would pay for the transport of the cars at cost, the 

total car mileage being equally divided, as well as the total 

profit and loss. Now, passenger service is one of the big 

pronlems of the whole deficit. Is a broader plan like that 
actical, and would it te fair to toth railways do you think? 

Io am putting it in a general Way. 

Mi. HUNGERFORD: That of course would be perhaps a 
feasible arrangement, but I think it was suggested more for 
the purpose of exploring all possible avenues. But in my 
view at least it would introduce an unnecessary degree of 
complication, because when you come to the non-competitive 
passenger service, as represented by the service on lines 
that have not comnon termini with the other railway, why, 
you can adjust that service to the cheapest basis possible 
that will be approved by the Board of Railway Commissioners, 
and you can do no more, That is the policy we work on now; 
that is the condition today. Now, if you were to throw that 
all in with the competitive business you would be subject to 
just the same influence, you would be setting up a machine 
that would not be any more effective so far as that traffic 
is concerned than the machinery which exists today. My view 
is it would be an unnecessary complication. 

COMMISSTONEN MURRAY: What would be your method of 
separating the competitive from the non-competitive? 

MR. HUNGERFORD: Limit the pooling feature to train 
services starting and terminating at a common point, or 
running through common points. 

SIR JOSEPH FLAVSLLE: Not pooling, but making arrange- 
ments for each one carrying on its own service according to 


the agreed plan. Is that what you mean? 
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MR. HUNGERFORD: Pooling has been developed in various 
forms, out basically it is something like this. You take a 
record of the earnings of both companies between those points 
and establish the relative percentage agreed upon between 
themselves that they will maintain for a period. Then you 
put all the earnings from that particular service of both 
lines into a pool and divide the total on the percentage 
basis agreed upon. There are variations from that, but that 
is the general fundamental principle, and it is employed quite 
extensively. But there is another vartation in connection 
with that. The competitive service with respect to passengers 
is between the terminal points, but the intermediate travel 
that originates at the originating terminal and ends at some 
intermediate point, or is picked up at some intermediate 
pointand set down at another intermediate point, or is picked 
up at an intermediate point and set down at the terminal: 
sometimes that is included in the pooling feature, and some- 
times it is excluded. It is just a matter of arrangement, 
put the underlying principle is the same. 

THs CHATHKMAN: You were not contemplating a separate 
cor poration? 

MR. HUNGEKFORD: No, sir. I do not think anything is 
to be gained by setting up a lot of machinery for a relatively 
small Chine . 

SIR JOSEPH FLAVELLS: You want something that does 
not interfere with the operation of each property cn its own 
account? 

MR. HUNGHRFORD: I think that is a desirable feature. 

COMMISION MURRAY: Pooling with regard to the tel- 
egraph lines would be on entirely different principles; you 


would practically have amalgamation? 
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Mis HUNGSRFORD: Yes, in connection with the tele- 
graph lines and some of those other things like steamships 
and possibly hotels. In those cases I think new holding 
companies could be created in which the respective companies 
would own proportionate amounts of stock and have a common 
administration. We have had for a long time in Toronto a 
joint arrangement with respect to the passenger terminals. 
They are treated as a joint enterprise under the Toronto 
Terminals Company, in which each of the railway companies own 
00 per cent of the stock. The arrangement works out all 
right. There is still the principle of competition maintain-~ 
ed, but for that particular purpose we work together in har- 
mony. That principle ele extended. I am rather in favour 
of its being dame. I think something could be saved along 
that line. The telegraph service is now confronted with more 
intensive competition from the extension of telephones, radio, 
and one thing and another, they are entering a new sphere, 
and something must bé done in order to protect both telegraph 


re 


companies. For the Pacific Coast Steamships I favour the 
erection of a holding company. Hotels are rather more of a 
problem, but IT see no objection to its being done anyway if 
anything can be saved thereby. 

I should like, Mr. Chairman, to refer to one or two 
mimor points tf. may. 

THA CHATRMAN: You spoke of economies in one of your 
headings and said you would like to develop it later. 

MR. HUNGERPORD: T think you have before you in this 
last submission a statement showing what has bem accomplished 
progressively up to the present time by different economy 
MEASUPEeSs 


COMMISSIONER WEBSTER: Before you leave this matter, 
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Mr. Hungerford, have you not made arrangements with the 
Canadian Pacific for freight and passenger traffic at the At- 
lantic ports in connection with the ocean steamship Business? 
Do you know what those are? 

MR. HUNGERFORD: In a general way, yes; I handled the 
deal to some extent. Formerly the Canadian National overated 
with ‘the Cunard, the Anchor-Donaldson and the White star 
Lines, not with the Canadian Pacific. The Canadian Pacific -- 

COMMISSIONER WEBSTER: Was that vnder a new agreement, 
or had it anything to do with any previous existing under- 
standings? 

MR. HUNGERFORD: There was a long sguccession of 
agreements as between the Grand Trunk on the one hand and the 
Canadian Northern on the other, and these agreements and 
arrangements have varied in almost every conceivable way from 
time to time. This present agreement with the Canadian 
Pacific steamships simply makes their space available to 
shipments routed by the Canadian National under conditions 
substantially equal to those in connection with the other 


steamship lines. 


COMMISSION: WEBSTER: It is simply obligatory, or 


je 


s all your freight now not to be put on the Canadian 
Pacific Boats? 

MR. HUNGERFORD: No, they are just put on a condition 
of parity with the other lines. 

COMMISSION SR WEBSTER: Has not there been a condition 

of parity in the past? 

MR. HUNGERFORD: No. For instance, there was no space 
reserved on some of the boats before, but there is now. 
COMMISSIONER WEBSTER: But the Canadian Pacific would 


take all the traffic you sent them before, wouldn't they? 


©) 


- 838 ~ Mr. Hungerford 


MR. HUNGERFORD: And they would keep the rail movement 
as far as they could too. 

COMMISSIONS WEBSTER: But who will carry freight that 
comes from you, for example, the C.P.R,¢ 

MRe PATHVEATHER: Might I say a word in regard to 
that, sir? The president requested me to make a spectal 
study of the relation between the ocean carriers and the 
Canadian National Railways. I carried that on during the 
summer of 1931 and the fall of 1930. The situation I found 
was something like this, he Canadian National had a close 
working agreement with the Cunard, the Anchor~Donaldson and 
the White Star, There was no contract but just a close co- 
ordination between the services. 

COMMISSIONER WEBSTER: No written contract? 

MR. FATRWEATHER: There wes no written contract. There 
was in connection with certain services out of Halifax, 
certain subsidies paid on east bound sailings; that is a mere 
detail; but generally speaking there was no written contract. 
The present situation was simply a continuation of the period 
when there had been written contracts, which had been abro- 
gated. The working agreement consisted of the railway 
company soliciting traffic, other things being equal, for 
movement by the Anchor-Donaldson or White Star Lines; that 
is, working in cooperation with the soliciting agents of the 
steamship companics, and similarly the steamship companies 
were supposed to solicit in cooperation with the railway 
companies for movement by the rail lines. It looked on the 
face of it to be a very sensible sort of agreement com- 
petitive with the Canadian Pacific. Sir Henry was afraid 
that with the world situation in shipping, and particularly 


in view of the fact that the White Star was in rather deep 
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water financially, our competitive situation would be dam-~ 
aged. That was the occasion of this study. 

LC found out as a result of it that a good deal of 
this advantage was illusory. As a matter of fact shippers 
would discriminate between rail services and steamship 
services, and the result was we were handling quite a con- 
Siderable volume of business to and from Canadian Pacific 
steamships, and the Canadian Pacific, although they maintained 
a dominant fleet on the Atlantic sailing to Canadian ports, 
found themselves under the necessity of doing at least one 
fourth of their business with their competing steamship 
lines, the Anchor-Donaldson, the Cunard and the White Star. 

The net result of the study was simply that so far ag 
steamships were available at the berth there was Very Titties 
competitive advantage in the coordinating of the steamship 
and the rail service so long as the two were adequate. 
Shippers would discriminate, and did discriminate, between 
the two. They would ship Canadian National to a Canadian 
Pacific boat, and they would ship Canadian Pacific to a White 
Star boat, and vica versa. The net acventage that the Can- 
adian Pacific had succeeded in establishing! was only a matter 
of five per cent. That being the case, to the extent to 
which the Canadian Pacific could guarantee us adequate berth- 
ings, there was no disadvantage to the Canadian National 
in harmonizing cur soliciting with theirs. And that is 
really all it is; it is an agreement whereby we harmonize 
our soliciting with the Canadian Pacificts. 

COMMISSIONSK WESTER: You have a written agreement 
With the C.P.R.? 

MAR. PALAWEATHER: Yes, there is a written agreement, 


COMMISSIONER WEBSTER: May we see that? 
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MR. PATRWEATHER: I cannot sperk for the executive, 

but I can see no reason why it should not be available. 
COMMISSTONiR WEBSTER: It comes inte our study of this 

wholé subject. In) other words, is it a correct inference 
that this arrangement will broacly tend to create a monopoly 
in the North Atlantic? 

MR. PATRYWEATHER: Absolutely not. 

COMMISal ONE WEBSTER: Will the Cunard and the other 
boats continue to get any fair ~rovortion of the business? 

MR. FATRWEATHAR: Yes sir, they will. This is the 
reasun. When I analyzed tre traffic that these boats ace 


tually handled, I found this surprising 


to 


fact, that the maj- 
ority ef the traffic did not havea direct rail haul coh- 
nected with it. You see, Montreal is a great gathering and 
manufacturing city. Traffic comes into Montreal, goes into 
the pool there, and is then shipped from the warehouses to 
the boats. To a considerable extent Montreal creates a 


bf his 


traffic pool.in. which. the steamships participate,and in which 


they will always participate. Therefore there is no fear of 
a monopoly. 

COMMISSIONER WEBSTER: Is there not? 

MR. FAIRWAATHUR: Not the slightest, 

COMMISSIONER WEBSTER: Is there ee more of a monopoly 
now than under the old conditions? It seems as though the 
C.N.R. system were taking a rather remarkable step in throw- 
ing business to the Canadian Pacific. 

THE CHATRMAN: You mean to the Trans~Atlantic ships? 

COMMISSIONER WEBSTER: Yes: te the disadvantage of 
these other ships which have been on thse ocean routes for 
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is not before us? 

COMMISS ONNR WEBSTER: Surely sir, it affects our 
railway situation. 

THE CHATRMAN: I mean to say insofar as it affects 
ME ure ships. 

COMMISSIONER WEBSTER: But it affects our railway 
situation. 

THs CHAIRMAN: Quite so. 

SIR JOSEPH FLAVELLE: I wonder if Tf might help you 
there. One of my activities for the last fifty years has had 
to do with grain. There is a very great misapprehension con- 
cerning the movement of grain, and this was admirably stated 
in Winnipeg recently by Mr. Sanford Evana. 

These liners come to various ports, and they must 
carry cither water ballast or grain. What happens every week 
is that the liners offer shippers of grain accommodation for 
so many huncreds or thousands of tons. The contracts are 
made more frequently by the seller of the grain direct with 
the steamship than by the railway. The railway becomes secon- 
dary in this sense, that it will take the product to the port. 
Therefore the Canadian Pacific, as has been stated here this 
morning, carries grain to the seaboard, where, although it has 
its own vessels, the grain goes to a competitive vessel, be- 
cause the competitive vessel offers a lower rate to the 
shipper and the shipper has chosen to accept it. One of the 
difficulties that all ports are presented with 1s that over 
a twelve month period += I am quoting Mr. Sanford nivans; I 
had not known this »efore -- the average cargo rate on liners 
is lower than the average cargo rate on tramps, because the 
former must have cargo of that type -- they prefer cargo at 


a very low rate rather than fill their tanks with water 
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ballast. 

Now, as to the question you raised with reapect to 
the Canadian Pacific and the Canadian National, I presume 
that package freight originates on the reilway on a through 
bill of lading; grain does not. 

MR. FPATRWEATHER: No, Sir Joseph, it is package freight 
Iam speaking of. A surprisingly large proportion of the 
traffic terminates in the cities. 

SIR JOSEPH FLAVELLE: I know it has been widely con-~ 
mented upon that we were using American ports sixty per cent 
as against Canadian ports. That ccndition Simply arises from 
the fact that American liners are sailing for ports to which 
there are no liners sailing from Canada, and sometimes even 
if sailing for the same port you can get a better rate on the 
liner from New York than on the liner from a Canadian pont, 
‘But undoubtedly on the American lines there is a greater pre- 
ponderence of Canadian tonnage than on Canadian lines, not 
because the Canadian exporter desires to favour the American 
lines, but because he gets cheaper space for his purpose. 

COMMISSION2R LEMAN: Do you remember the proportion of 
wheat carriedon regular liners as compared with tramps ? 

COMMISSIONER MURRAY: It varies very much according 
to the season. 

COMMISSIONER LSMAN: But the total? 

SIR JOSEPH FLAVELLE: I should think at the present 
time conditions would greatly favour the use of liners, be-~ 
cause they are shy of freight. 

COMMISSIONER WEBSTER: I will drop the subject. I 
might finish by saying this ~~ 

THE CHAIRMAN: Don't drop it. 


COMMISSIONER WEBSTER: It. seems to me thet this new 
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development, which the public know very little about, is 
rather perilous to our trade with Kurope, because if you 
arrive the Cunard boats off the Atlantic, as you are very lik- 
ely to do, it is going to leave the Canadian Pacific in mon- 
opolistic control of that trade. That is what is in my mind. 
Why has the C.N.R. lent itself to such an arrangement? You 
believe in competition in railway business. Why not extend 
the principle for the general interest of Canada to the pres-~ 
ervation of working arrangements with the Cunard and White 
Star lines which have been satisfactory and harmonious? 

You have cut off your connections with them. 

MK. FAIRWEATHER: No, no, absolutely not. 

COMMISSIONER WEBSTER: You surely have. Will you let 
us have the agreement that you have entered into with the 
Canadian Pacific regarding this traffic? 

COMMISSIONER LOREE: Mr. Hungerford, may I clear up 
my mind in regard to a couple of questions? I find your 
answer with regard to the abandonment of equipment. Has that 
acecunt been fairly well cleared up, or are there substantial 
amounts of road property and equipment abandoned that have not 
yet been charged down? 

MR. FAIRWEATHER: There is nothing in equipment, sir, 
and I think that as regards road property there is a little 
that I kmow of, but it is not anything substantial. 

COMMISSIONER LOREE: Another question is with refer-~ 
ence to furnishing a statement -~ I have not seen it yet -- 
ag to the age of the equipment. Have you reached practi- 
cally the rhythmic cycle of retirements, or is there stili 
considerable equipment that is marked for retirement and not 


for maintenance? 


MR. FALRWEATHSR: With regard to that, Mr. Loree, I 
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would say that in wits we have reached a fairly rhythmic 
point; that is instanced by the fact that the average age of 
our equimment is about fifteen years. But when it comes to 

@ value proposition, there is a disturbing factor in that our 
newer equipment was purchased during a period of high prices, 
and of course that will to a certain extent distort the 
rhythmic picture in future so far as it 1s expressed in 
money. Expressed in units, I think it would be feirly even: 
in money, it would be distorted by that condition. 

COMMESSIONER LOKEE: Among the statements furnished us 
was one covering some thirty-two subsidiary companies with 
an aggregate capital of $55,504,946. The profit and loss 
account seems to indicate that in the last eight years they 
have not only earned no interest on that amount, but that 
they have failed to meet their operating expenses by 
$1,446,677. How would you propose to deal with the entire 
group? 

MR. HUNGERFORD: I suppose each individual one would 
be subject for treatment in itsel?. 

COMMISSIONER LOREE: Naturally. 

MR. HUNGERFORD: I don't think they should be lumped 
eer nes | 

COMMISSIONER LOREE: Are they practically all booked 
for abandonment? 

MR. HUNGERFORD: I would not say that. 

COMMTS STONER LOREE: You could stand a loss of 
$2,750,000 a year for interest and another $250,000 for oper~ 
ating expenses. 

MR. HUNGERFOND: Have you the names of the companies? 

COMMISSIONER LOREE: No, have not. 


MR. HUNGERFORD: We will try to get them. As a matter 
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of information, I should like to mention in regard to capital 
expenditures during the period that the corresponding re- 
habilitation problem on the Canadian Pacific took place be- 
tween the years 1900 and 1912, or just up to the beginning of 
the war when labour and material costs were substantially 
half of what they were during the period in which the Canadian 
National had to do the same thing. 

THE CHAIRMAN: That is the period 1918 to 19232 

MR. HUNGERFORD: About that. TI am leading up to it. 
I said a little while ago that this rehabilitation involved 
considerable charges to operating expenses during this period, 
and that at the present time we might consider that the de-~ 
ferred maintenance wag fairly well disposed of. Consequently 
there will not be that recurring charge in the future, and 
that would help the Canadian National situation materially to 
that extent. 

The next feature is that of Capital expenditures. 
Quite apart from any question of regulation or limitation of 
capital expenditures, I can see no necd for mything lize the 
expenditure that has been incurred see the years in which 
it occurred. My guess is that perhaps $20,000,000 a year for 
all purposes on the average will well take care of the situ- 
ation. We have certain commitments at the present time. 

STh JOSEPH FLAVELLE: None of that ansorbed into main- 
tenance? 


Mn. HUNGERFORD: No, this would be an increase in the 
capital account. So far as we can see at the present time the 
norma. requirement is’ as stated by Mr. Fairweather this 
morning, anout 812,000,000 a year for all of these tnciden- 


tal things that have to be carried Ons dfn addition to that we 


have certain commitments; we have got certain unfinished 
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hotels, certain unfinished branch lines, and we have the 
Montreal terminal question to be disposed of. For the moment 
we have equipmentenough, and we can afford to let that situ~ 
ation rest. 

THE CHATRMAN: So far as equipment is concerned? 

MR. HUNGERFORKD: Yes; but as soon as we return to a 
normal trend of affairs we will be under the necessity of pur- 
chasing reasonable amounts of additional equipment in replace- 
ment of the stuff that will be retired. But that probably 
will not occur for two or three years, and in the meantime 
these other obligetions of ours will have been pretty well 
taken care of by this margin between the twelve and twenty 
milion cod ara 

COMMISSIONER LEMAN: $20,000,000 for how many years? 

MR. HUNGERPORD: For the next five years myway. That 
is always contingent upon not embarking upon some new sovane 
prise. ofa major, character, 

LORD ASHFIELD: Ignoring the "roar" to a certain ex- 
tent? 

MR. HUNGERFORD: Yes, sir. 

Sik JOSEPH PLAVHELLE: Mr. Hungerford, I am still 
anxious about the main question, for it all resolves itself 
into: What are we going to do. Now, in connection with these 
isolated illustrations here and there, you hope there will be 
no more expenditures, or that they will be limited to a cer- 
tain amount. But still that does not deal with the broad 
question: How are the railways to operate so as to constitute 
a healthy operating condition? 

(a) They must earn enough to pay for the outgo,; 

(b) They must earn something towards the payment of 


fixed charges. 
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Mr. Loree has raised one question which is very per- 
tinent in the railway situation in the Unitea States, namely, 
Pebour. fb woulo ade 2to. 4 salaries and all general ad- 
ministrative expenditures. There sre three parties to thig 
general railway situation in Canada: 

(1) The owner, whether the owner be the Canadian 
Pacific or the Government of Canada, 

(2) The people who use the railways and who require 
them. As you very properly observed, we cannot develop with- 
out the continued use of the railways; or, as His Lordship 
has said, the railway is something that must be Pin. Lb is 
not like an industrial business that can close up fcr a number 
of months if necessary. 

(3) The' great army of people who are employed on the 
railways. 

Now, all three have a common interest. The owner 
desires to get back some return for the money which he has 


invested; the people for whom the railways are built desire 
service; and the people who are working on the railways de-~ 
sire reasonable wages and salaries for their services. 

On the other hand, each of them must agree to suffer 
in common, if suffering is to be endured. The public cannot 
have the service that they "roar" for. The fact that they 
roar is not an adequate reason for giving a fancy service if 
the conditions of the country will not permit such service to 
be provided in justice to the owner and to the work people. 
It is not fair to the country that the owners, whether the 
Canadian Pacific cr the government, shovld want an inordinate 
return upon the money which they have in the enterprise; and 


it should not be proper for those who work to be other then 


sharers in the anxiety and concern for the enterprise with 


which they are identified. 


Mr. Hungerford 


Now, generally = will accept what you say as trie, 


that as fer as highly orgenized untion labour is concerned, 


broadly speaking,we will. be governed by the general con- 


~ 


ditions prevailing over the American 


rather noticable throughout all this 
trouble over the continent an admini 


government of the United States per 


continent. But it is 
phase of the railway 


strative servant of the 


sisted last year in saying 


that there must not be any reduction in wages, and that here 


the two railway corporations were quiescent until recently, 


when a Board of Conciliation. vas 
problem. The findings of that Board 
and if accepted they will go into ef 
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acespt Unem FT synpose there wilt 
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it may take. 

Ma. HUNGRRFORD: That reducti 

SIR JOSEPH FLAVELLE: It is i 
not paying the wage. 

Mk. HUNGERPORD: Yes. 

STR JOS#PH PLAVELLE: Surely 


railways themselves for gut: 


bive Melo that de; notb en tne carenss 


appointed to deal with the 


are now before ths men, 
fect: if the men do not 


e struggle, whatever form 
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n effect because you are 


we ought to turn to the 
r the kind of construc- 


ve with respect to some- 


thing done in the past, but that enables us to take an intel- 


ligent view of what can be properly 
stances to whom ought we to look exc 
you and I have known each other for 
greatly respect the one sty of purpe 
in your career during all thése year 
ation which cannot be met by merely 
really very good piece of work. By 


doing that piece of work the burden 
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this Commission is sitting, and we come to people like your- 
self, the senior resnonsible officer in this great corpor- 
ation, to ask: In what way can we get a coordinated thing 
that will hang together, whereby the country can be relieved 
of a burden that they say they cannot »vear? 

MR. HUNGERFORD: I should like to suggest for your 
consideration, Sir Joseph, that the explanation in respect to 
the doing a good job but the cost becoming so great that it 
cannot ne borne, really is this. There was a situation handed 
over te the management of the railway, and if the management 
had not pursued that course of action with respect to capital 
expenditures and improvements of the property, the burden 
would have Deen greater today than it is. In other words, 
the savings in operating expenses as a result of the improve- 
ment in the physical condition of the property, plus of course 
petter organization and all that sort of thing, represents 
an amount considerably in excess of the interest on the addit- 
ional capitel that has Deen invested. 

I rather pride myself on this, Sir Joseph, that I am 
a good enough citizen to advocate any course of action, irres- 
pective of how it may affect me personally, if I thought it 
was in the interests of the country. But this is a situation 
that has not been created by this management. It wes handed 
to them, and they were instructed to go ahead and do the best 
they could with ite We have done that within the limits of 
our intelligence and with the usual percentage of mistakes, 
and all that sort of thing. But the management wes not re- 
sponsi>le for these premises. I am not seeking to defend the 
management at all. I know the question before the Commission 
is as Sir Joseph has said: What can we do now to improve the 


situation? My answer to that concretely is this: All that 
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you can do in effect under the present conditions is to do 
suostantially what I have outlined -- economize in every 
reasonable way. 

THe CHAIRMAN: May I interrupt you there for a moment. 
You have not yet develeped, as you said you were going to, 
that point of economy. 

MR. HUNGERFORD: Oh yes I have, sir. 

THE CHAIRMAN: Very well. Please go on. SBconomize, 
and then -~ 


WR. HUNGERSORD: Economize in every possible way; and 


coupled with that the endorsement of Sir Henpy's suggestion 


te the extent of some authority being created to enforce 


reasonable measures of cooperation, because it is quite pos- 


sible that cooperatio one reason or another would not b 
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arried out to the extent that would be desirable in the 


national interests. particular case it might be an ad- 
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vantage to one company and perhaps not to the same extent to 
the other, and in the next case that situation might be re- 
versed. But I do think in the national interests, speaking 
from that standpoint, there is justification for having some 
authority charged with sesing to it that reasonable measure 
of operation are enforced. And further, that no unnecéses: 
sary or unreasonable expenditures be incurred. 

But oeyond all that there does not sesm to be any 
roval road’ by woich this situation can be solved, I kmow 
that a certain figure has been set up and more or less gener- 
ally diseussed about the results of amalgamation. But when 
I analyze those credit items I find -- at least to my satis- 
faction and IT think the satisfaction of others -- that a 
great many of them are very doubtful of attainment; and in a 


general way I believe a very large proportion of all the real 
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economies that can be secured at all can be secured under 
separate operation; and the comparatively slight difference 
between the degree of economy that can be secured from sep~ 
arete operation as compared with that under amalgamation 
would be more than offset by the obvious disadvantages of 
amalgamation which I heve referred to. Frankly, I see no 
further answer to this railway guestion at all than to do 
just what we have suggested --~ economize in every possible 
way, and simply hope for a return to normal times. Because 
the situation on the Canadian National from a financial 
point of view is much more healthy than it has been. 

SIR JOSEPH FLAVELLE: More healthy than it hes been, 
did you say? 

MR. HUNGERFORD; To a very large extent. A great deal 
of this extraordinary work and expenditure has been disposed 
of, is behind us, we are setting much more nearly on a normal 
basis, and from now on our expenditures will be substantially 
less, both on operating unit basis and in general on capital 
account. Purther, with the increase in business we will 
earn a larger proportion of net than we have ever done before 
by a tong way. If we were today on a normal trend of gross 
earnings, we would be earning an amount sufficient to pay in-~ 
terest on all the securities in the hands of the public. We 
are distinctly below a normal trend at the present time; in 
1927 and 1928 we were above it. 

COMMISSIONER LOREL: That includes the charges on 
20 yOOO ,000? 

MR. HUNGERFORD: Yes, allowing for an increase of 
a million dollars a year on interest charges on account of 
expenditure of additional capital, and as time goes on, just 


as a reasaqnable and sane policy is pursued -~ I guess I had 


e--e 


ent? geet sar _ 
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better not put this in the EO SAU) pica “eo 

SIR JOSEPH FLAVELLE: Mr. Hungerford, take your 
steamers on the Pacific Coast that you have spoken of, and 
the two incomplete hotels that we saw on our Clip, one An 
Baskatoon and the other in Vancouver. Purely aa a metter ac 
personal opinion that nobody is responsible for but myself, 
if I had those hotel properties I would not finish them, and 
I would not operate them, for I know T would €0 into red ink 
to an apalling extent. £ om talking ipte eccount the ditties 
cult situation that had to be worked out, but the tendency of 
tiie Kind or expenditure cismays a man like me. I am dis- 
mayed that 36,000,000 odd should have been spent on steamers 
that were abandoned before the service wag reasonably started; 
ed by these hotel expenditures that are staggering 
in the capital sum. If we had normal trading again I fear we 
would have a repetition of the same thing in some other field. 

MR. HUNGENPOND: Well, Sir Joseph, I have never gsaidor 
Claimed that the administration as a whole has not made mis~ 
takes during the period; quite frankly, some serious mis- 
takes were made with respect to matters of that kind. But 
after ell by far the greater proportion of the money so spent 
was spent usefully and profitably on the property. When you 
come to the question of hotels, Pacific steamships, and things 


4 


like that, you are dealing more or less with excrescenees 


that ere apart from railroading as a whole, for which I am 


particularly concerned and for which I am particularly speak- 


COMMISSTONSR LOREE: Mr. Humgerford, your situation 
differs only in amount from what 4s a general situation all 
over the North American continent. 


MR. HUNGERFORD: That is so, sir. 
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COMMISSIONER LORE: 54 per cent of the railways in 
the United States will not have earned their fixed charges 
in 1931. You are not going to earn yours. 

MR. HUNGERFORD;: No. 

| COMMISSIONER LOREE: It is no reflection on you person- 
ally, it is part of the condition of affairs. What this 
Commission has got to face is some solution for that con- 
dition. Now, industry is composed of three elements -- 
mMenagement, capital, labour. If the discount rate of the Bank 
of England was 4 per cent a hundred years ago, and it is less 
than 2 per cent for the Federal Reserve Bank of America to- 
day, capital certainly is not taking out any inordinate 
share. Further than that, income taxes, death duties, and 
other assaults made on it, must raise the question in any 
thinking man, whether the people are going to find it worth 
while trying to accumulate capital in the future. TI think 
one of the greatest dangers to cur civilization will be the 
bringing about of such a condition of affairs that capital 
will cease to be accumulated. 

When we come to labour, I find that labour is getting 
thirteen times more than the wages paid a hundred years ago -~ 
I am referring to locomotive engineers. You and I can blame 
Mr. MeAdoo, we can blame various things, but if we are going 


to preserve industry that is one of the questions we have fot 


Sir Joseph and I differ perhaps on the question of 
management. He thinks management is over paid; I think 
management is very Boe under paid, and thet is one of the 
main trovdles.in the situation. Napoleon had a mareschal 
named Masséna, whom Wellington thought was the best of the 


lot. Napoleon said that on the field of battle Masséna 
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was worth ten thousand men. Grant had a cavalry commander 
named Wilson. He sent him to General Thomas and wrote 4 
letter of introduction in this fashion:"In sending you 
Gereral Wilson I figure I am adding ten thousand men to the 
strength of your army." I was reading the other night 
Guedallats Life of Wellington. He qiotes Wellington as say- 
ing that in combat Napoleon added forty thousand men to the 
strength of his army. If that is the capacity of men in mil- 
itary life, wnat is the capacity of men in industrial life? 

SiR JOSE FH FLAVELLE: I accept that. 

COMMISSIONER LONER: I think management is terribly 
under Dery, anc believe that one of the wealmesse: of the 
industrial structure today grows out of the underpayment of 
management. t is under paid to a much greater extent even 

Now, these things have got to be faced if we are 
eoing on, and they nave Sot to be readjusted. In my opinion 
we are out of all adjustment, partiy due to the inventive 
genius that has brought into industry new tools of every kind, 
and partiv due to the stimulation of artifical wants and 
various other things. 

But when we face the railroad question it seems to 
me it is simple. We have got in the United States 73,000 


f railroad which if I were a Mussolini in charge of 


fo 
Hy 
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the country I would star take up tomorrow. I nave seen 
figures showing that you could take up 2,000 miles in Canada. 


TI do not know, but I should think perhaps you could take up 


We heve got to go at the thing resolutely and intel- 
livently and with an object in mind that has to be attained, 


that is, to’ put these properties on a sound, self-sustaining 
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basis. ‘le have got to examine one by one the things that 
stand in the way. I agree with Sir Joseph that these thirty- 
two subsidiary companies ~~ perhaps twenty-five of them ought 
to be abandoned and just let cut of the picture. As to what 
could »e done with each of these items I would consider the 
reasoned opinion of the two railroad companies. 

Hn, HUNGERFOHD: Are you referring to those subsidiary 
companies in particular? 

COMMISSIONSR LORSE: No, only as one of the items. 
Take this line to Prince Rupert: Is there any economic jus- 
tification for its maintenance? 

MR. HUNGEREFORD: Offhand, I would say there is pro- 
bably no economic justification. 

COMMISSIONS LORES: Then who has to foot the bill? 

MR. HUNGSRFORD: But I cannot visualize the conditions 
under which authority would be sranted to take it up. 

COMMISSIONER LOREE: Then turn it back to the govern-~ 
ment and let them put on a staff to operate it by itself, s0 
the whole community would see the picture every year of what 
has happened. 

Mi. HUNGERFORD: On the other hand, Mr.Loree, if the 
line were picked up there would be a saving on operation, but 


the fixed charges would remain. That is true of all these 


COMMISSIONER LOREE: The fixed charges wowld remain 
sovewhere, but not necessarily in the railroad. The United 
States lost $1,900,000,000 in operating the railroads that 
it took over during the war, but it did not charge that loss 
to the railroads, it added the loss to the public debt. Tres 


The government is likely to take over the $9,000,000,000,' % 


loaned to the Furopean governments, but that will not be 


= 


- 856 ~ Mr. Hungerford 


charged to the individuals, it will be assumed as part of the 
putaic debt. 

MR. HUNGERFORD: There was something more than the 
subsidiary companies that you were discussing before, Mr. 
Loree. Did you want any additional information in regard 
to that? I an not mite sure what the point was. 

COMMISSIONER LORRE: I was just drawing attention to 
the fact that I saw a statement of thirty-two companies, and 
the net result was that the investment in those thirty-two 
companies had been 355,000,000, that they had not earned 
their interost, and that they had sustained an operating 
Gericit of io l000,, 

MR. HUNGERFORD: I think we can furnish an analysis 
Of Ania Ts 

COMMISS: ONER LEMAN: Mr. Hungerford, I understand 
your considered opinion as a public spirited citizen is that 
the situation we would have to deal with would boil down to 
this: the Canadian National Railways would be careful, pru- 
dent and cautious in their management and effect economies 
which are sumned up to #23,000,C00 a year; but simultaneously 
the Canadian National Railways will call upon the govern- 
ment to advance them a sum of $20,000,000 per year for 
additional capital requirements. So that the whole thing 
would summarize itself practically. this: stand pat and do 
nothing. Do I understand thet correctly? 

Mit. HUNGERFOXD: The amount given there in regard to 
reductions does not apply at any particular time. The 
effect of reductions is. a.progressive thing all the fime, 
and it changes from time, to, time, 1t depends on the Masis 
you start from. 

LOUDASHFPIELD: I think Mr. Hungerford did say that 


one thing he would advocate would be that there should be 
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no capital expenditure unless it could be justified by the 
resuit on that capital expenditure, which he puts at 5 
per cont, and therefore that would be $1,000,000 a year. 


But I rather gathered from what he said that he expected the 


si 


het earnings would justify that capital expenditure year by 
year, that it would not be money thrown away. 

MR. HUNGERFORD: Yes. 

THE CHATRMAN: But in the immediate ensuing years 


there are capital expenditures to which you are already 
committed.. 

COMMI SSTONER LEMAN: There will be $20,000,000 a year 
of capital expenditure. 

SIR JOSEPH FLAVELL: With 32,00C miles of railway 
you will have capital expenditures which are properly charg- 
able to capital, but so far as the cash account is concerned 
the government will have to supply the money. The claim is 

hat this cxpenditure would earn its carrying charges and 
its depreciation, so that it would not be $23,000,000 as 
against $20,000,000, it would be $1,000,000 of interest on 
the capital invested, which would be taken care of yoar 
after year by its earnings. 

COMMISSIONER LEMAN: That would depend upon con- 
ditions Sir Joseph. They might or might not earn interest on 
that $20,000,900 which the governinent would be putting into 
the undertaking every year. 

LORD ASHFIEID: In any event it would only be a 
million dollars a year chargable on the government. 

COMMISSIONER LEMAN: But if the deficit is reduced by 
pe3,000,000, and the government is putting up $20,000,000 of 
aaditional money every year for five years, there would be 


no change to the government so farrxs financing is concerned. 
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SIR JOSMPH FLAVELLE: You are quite right. 

MR. HUNGEXFORD: That is true in a way, but it does 
not take into acecunt eernings that would result from any 
increased business. You can hardly take a pieture at any 
Given time and say that it is representative at all. If the 
business goes up the proportion of net earnings will in- 
crease of course, and if the business comes back to anything 
like normal we could take care of fixed charges; that is all 
that could be reasonably asked. 

THE CHAIRMAN: What was the total capital expenditure 
oO oe Re Pow hy’ 

MR. HUNGERFORD: That is not fully determined. 

THA CHATKMAN: But you have an estimate of it. 

MK. FATKWEATHER: That latest revised estimate -- 

Mr. Mallory has just submitted a slight revision -- shows 
the following: General additions, betterments, net 
78,835,186; equipment trust, the 25 per cent payment plus 
the 75 -=- the two combined -- $15,039,200; statutory 
authorizations, including branch line construction, Toronto 
terminals, Montreal terminals, St.John and Quebec terminals 
and the Northern Alberta railways $12,219,609: Total 

BOG ,095,995, 

THE CHATHMAN: When you speak of your 20,000,000 
beginning with 1932 and going on, you put $20,000,000 
as the maximum covering everything? 

Ma. HUNGE RFORD: On the average. 

THE CHAIRMAN: I am not speaking of it in that WAY, 

L suppose there might be some slight change. Now, with 
regard to the $23,000,000 suggested by Sir Henry Thornton 
on the first day we heard him, that was not something you 


suggested should go into effect at once, next year for 
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example, but it would be attained after the expiration of 
a cortain period. What is that period? 

MR. FAIKWEATHER: That was an estimate of the effect 
of various economies which were instituted during the pro- 
press of 1931, and which if they had been in operation for 
a full year would have amounted to the figures indicated. 
There is no reason why they would not be fully operative in 
LOLs 

THE CHATRMAN: To what extent would that over-lap 
your {20 ,000,000? | 

MR. HUNGERFORD: The $20,000,000 is a matter of capi- 
tal expenditure. | 

THE CHAIRMAN: Quite so. But to what extent does it 
over-lap? 

MR. FAIRWEATHER: It is really a different category. 
The $23,000,000 Sir Henry was speaking about was operating 
economy 

THE CHAIRMAN: That is the impression I had, but a 
moment ago you spoke of these things cancelling one another 
out. As I understand you now,there should be a probable 
reduction from $36,000,000 to $20,000,000 in capital ox- 
penditure, and in addition to that a $23,000,000 reduction 
in operating expense. 

Mk. FATRWRATHER: Yes, sir. 

THS CHAIRMAN: Very well, thet is all I want to know. 


Half past two, Mr. Hungerford, 


At 12.50 p. m. the Commission adjourned. 


Page 880 follows. 
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Parliament Buildings, Ottawa, 
Tuesday, December 5, 1932. 
AFTERNOON SESSION 

The Commission resumed at 2.350 pem,. 

THE CHAIRMAN: Mr. Hungerford, were there not 
some more or léss miscellaneous matters that you had not yet 
touched upon? 

MR. HUNGERFORD: I think I have disposed of every~- 
Mitis “Lined, 2m. 

THE CHATRMAN; Is there anything you would like to 
add now with regard to what was discussed this morning? 

MR. HUNGERFORD: Not unless there are some 
questions. 

THE CHAIRMAN: Was there not some part of your 
memorandum that you had not read? 

Mi. HUNGERPORD: hmight dust read this list of 
possible opportunities for cooperative effort, if you wish 
to have them on the record. 

These are subjects for investigation with a view 
to developing the possibility of further advantageous co-~ 
operation: 

i. The pooling of passenger train services be- 
tween competitive points. I have discussed that. 

Ze oe@ome form of amalgamation or cooperatien with 
respect to the Pacific coast steamship services. 

Oo, ' Lhe same thing with respect to hotel ser- 
vices. 

4. The same thing with respect to tolegraph 


gservises, 


SIR JOSEPH FLAVELLE: Express as well, or just 
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telegraphs? 

MR. HUNGERFORD; Just telegraphae. The express 
situation is rather complicated by possible developments in 
connection with meeting highway competition; there seems to 
be a tendency there perhaps to grow away from express and 
roally make it an agency for handling package freight, or 
something of that kind, The picture is really not suffi- 
clently developed to permit any clear indication of what 
would be the best thing to do under the circumstances, and 
for that reason I have left the express companies out. 

oO» With respect to parallel lines,a continuance of 
the study of the possibility of the joint use of one or two 
ef the lines and abandonment of the other, 

66 Continuing a study of the possibility of fur~ 
ther joint use of terminal facilities ef various kinds. 

7e Looking into the question further of the handl~ 
ing of freight, with respect to certain more or less specific 
developments in that connection. An illustration of that 
would be what was mentioned yesterday as to the possibility 
of saving money by the Canadian National handling Canadian 
Pacific traffic from Edmonton to Kamloops and the Canadian 
Pacific, in return, handling a corresponding volume of traf-~ 
fic over their line to Kamloops. The consideration of this 
phase of the matter is, in my opinion, limited to peculiar 
conditions of that kind rather than being a point of general 
cooperation. 

8. Joint efforts to meet bus and truck competition. 

SIR JOSEPH FLAVELLE; Have you any amplification 
of that subject of bus and truck traffie, other than what is 


set forth in the lengthy statement already furni shed? 
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THE CHATAMAN: That was the report brought in by 
officials of the two companies. 

SIR JOSEPH FLAVELLE: Yes. 

MR. HUNGERFORD: There was a report prepared by 
a joint committee of the two companies, after prolonged 
study, and I think it has been filed with this Commission. 

THE CHAIRMAN: Oh yes, we have that. 

STR JOSEPH FLAVELLE; I simply wanted to know 
whether you had anything further than the general sugges- 
tion with respect to joint efforts to meet that competi-~ 
tion. 

MR. HUNGERFORD: I have some personal thoughts on 


the subject, but the picture is not yet very thoroughly 


developed, notwithstanding the great deal of study that has 
been devoted to it. We are acting jointly with the Cana- 
dian Pacific and other interests in an attempt to develop 
ways and means of meeting this new situation which has been 
created e 

9. Use of each other'ts equipment in preference 
te hiring from other companies. That, I may say, is an 
arrangement that has been in effect for some time, and it 
works quite satisfactorily. 

10. The possibility of some further cooperative 
Gevelopment in connection with lake and rail business. Wo 
ds not know yet what might be accomplished in that line. 

SIR JOSEPH FLAVELLE: You mean frem Winnipeg to 
Port William, do you’ 

WR. HUNGERT ORD: Well, between Georgian Bay ports 
and Fort William, yes. The Canadian Pacific have their 


own boats there, and we work more or less in alliance with 


1C**tuyiad- , J. 
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the Canada Steamship Lines. Nothing has been developed, 
but that is an avenue that should be explored, we think. 
STR JOSEPH FLAVELLE: Are you now speaking of 
steamship sorvices or transportation by rail from Ontario 
points to Fort William and Georgian Bay points? 
MK. HUNGERFORD:; I am speaking of the lake move- 


ments, sir -- the use of boats in connection with the lake 


movements. 

lie The possibility of abolishing or consolidating 
off-line or uptown agencies of various kinds. 

12. interchange of traffic: an endeavour to 
influence passenger and freight shippers to use connect- 
ing lines of the Canadian Pacific or Canadian National or 
their subsidiaries, in preference to the connecting lines 
of other companies. Thative, dmasol- far agit \ ites. iy 
our power, to direct the traffic when it necessarily 
leaves our lines, to the lines of the other company. There 
are many limitations in respect to the possibilities in 
that direction, but something could be done and 1 think it 
might be worth while. 

Broadly, these are the suggestions I have in re- 
spect to developing the possibility of Purtaer ceopera- 
tione 

THE CHAIRMAN: I think at an earlier stage you 
referred to freight rates in relation to two aspects, one 
from the point of view of the: magnitude and the other 
from the point of view of their adaptability of the rate 
atructure, with special reference, as I understood it, to 
competition with highway traffic. 


MR. HUNGERFORD: Of course I am not a rate experte-- 
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THE CHAIRMAN: No; I understand. 

MR. HUNGERFORD: The rate structure as 4 whole is 
too low to maintain the railways under all conditions; I 
think that has been pretty well established, But it is 
pretty difficult to adjust it to moet new conditions. What 
i have in mind is this: that the ton mile rate, the unit 
rate for short hanis, is relatively high, and for long 
hauls it is relatively low. Now we are facing this extreme 
highway competition within a short haul range; that busi-+~ 


ness is being taken away in large volume, and in order to 


meet that I think we are going to be compelled, selectively 
at jeast, to reduce our short haul rates, say up to one 
hundred and fifty or two hundred miles. That will repro- 
sent loss, but it must be incurred if we are going to meet 
this form of competition and secure that kind of business 
in the future. Against that, the ton mile long haul rates 
are very, very low, and in my view that loss might reasone 
ably be recovered by an increase in the long haul rate, 
that is, a levelling up process -~ a lowering of the pre- 
sent high short haul rate and a corresponding increase of 
the present low long haul rate. 

THE CHAIRMAN: I wonder if as a matter of cone 
venience -- perhaps my colleagues will have some questions 
to put to you with regard to it -= you would re-read that 
part of your memorandum in which you deal with what you 
conceive to be the conditions governing the expenditure of 
capital moneys. 

MR. HUNGERFORD: I think you have reference to that 


part of the memorandum which suggests the restriction of 


capital expenditures in the first place, to items necessaty 
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for safety of operation. 

THE CHAIRMAN: That is what I mean, yes. 

MR. HUNGERFOxD: That was the first item. 

THE CHAIKMAN: Perhaps you might read the earlier 

paragraph so that we can get the whole picture. 

MR. HUNGERFORD: Very well, sir, I will read the 

whole of the paragraph: 

Having regard to all the circumstances I believe the 
best ultimate results will follow the adoption of the 
following policies: 

(1) Maintain present status and organization of the 
two railways. 

(2) Cooperation between the two companies as far as 
feasible subject to the condition that in any 
case, neither company shall suffer loss, and 
that one or the.other, or both, shall secure 

substantial advantage. 

(3) Gontinue the present policy of effecting every 
practicable economy in operation. 

(4) Take all reasonable measures to combat highway 
competition. 

(5) Restrict capital expenditures to: 

(a) Items necessary for safety of operation. 
(bo) Items ord red by competent authority or 
obligations assumed by agreement. 
(c} Items which will undoubtedly earn a full 
return on investment. 
And then I went on, sir -- this is more or less connect~- 
ed with it: 


In this connection I desire to endorse in prin= 
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ciple the suggestion offered ey Sir Henry Thornton that 
some commission be endowed with power to enforce reason= 
able cooperation. 

BUM SO) Ons 

LORD ASHFIELD: There are one or two questions I 
would like to ask. You have had, I understand, a very long 
experience in railway operation? 

MR. HUNGERFORD: Forty-five years. 

LORD ASHFIELD: That has included operation under 
company management as well as under the present auspices, 
government control? 

MR. HUNGERFORD: Yes -- twenty odd years on the 
Canadian Pacific. 

LOKD ASHFIELD: Do you venture to draw any dis- 
tinction between methods and policy under company operation 
as distinet from the operation of the Canadian National 
under government ownership? 

MR. HUNGERFORD: No, I cannot see any particular 
difference. 

LORD ASHFIELD: One is as efficient as the other, 
so far as your experience goes? 

MWR. HUNGERFORD: I think so, under the same aver-~ 
age physical condition and degree of development from an 
organization. point of view ~- yes, I think so. 

LORD ASHFIELD: Do you think the organization is 
as free in dealing with all the affairs of a railway entere- 
prises such as the Canadian National as would be the case 
with the Canadian Pacific? 

MR. HUNGERFORD: Well, I shali have to qualify 


my answer in regard to that. Of course parliament does 
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exorcise a certain measure of control --~ parliament and the 
government -- comparable perhaps with that exercised by 

the shareholders in the case of a privately owned company, 
at least to some extent. The chief difference I see be- 
tween the two ls this: that under government ownership the 
officers at least have a considerably greater amount of work 
to da in order to accomplish the same results. 

LORD ASHFIELD: Statistical work, you mean? 

MR. HUNGERFORD: Arising out of the government 
connection, I suppose -- a great many more reports have to 
be furnished, information of various sorts, correspondence 
about this, that, and the other thing. It really does 
not gc beyond that, so far as I can see, except when it 
comes to the question of ultimate financial control. 

LORD ASHFTELD: Has it had a restrictive effect 
upon the activities of the organization -- all this extra 
work that is) pub upon: ie? 


MR. HUNGERFORD: No, I would not think so. 


LORD ASHFIELD: It is simply a matter of labour, 
Toat is all. 

MR. HUNGERFORD; That is all, I think perhaps, 
my lord, I can answer your question in this way -- and in 
Saying this I do not suggest any criticism at all of another 
company. But during the period under review -- 

LORD ASHFIELD: You are talking about when ~-- what 
is the period under review? 

MR. HUNGERFORD: Say 1920 -- the last ten or 
eleven years. So far as I can see, and I think I am pretty 
well informed with respect to the situation, the management 


of the Canadian Pacific Railway has pursued exactly the 


we AER) es Mr, Hungerford 


game policy as that of the Canadian National, I see no 
Gitrerence at ell, 

LORD ASHFIELD; Perhaps that might be admitted, 
but may there not be an explanation for it? I suggest 
the explanation might be -- I do not say that it is -- that 
the policy of the Canadian Pacific has to a certain extent 
been dictated by the volicy of the Canadian National. 

MR. HUNGERFOR}D:; I can hardly believe that it was 
dictated in very large degree, from the fact that the Cana- 
dian Pacific took the initiative on many occasions in connec- 
tion with the development of new enterprises. I say that 
im no Spirit of criticism: 1t is simply a statement of face, 
The influence, if it was materially effective in either case, 
was mutual, and verhaps of equal effect on each side. Cer- 
tainly nothing the Canadian National did or proposed to do, 
that I know of, suggested the building of a hotel in Toronto, 
by way of example. I do not know of any. 

SLR JOSEPH FLAVELLE: I did not catch the last 
sentence -- suggested what? 

MR. HUNGERPORD;: I do not know of any action by 
the Canadian National, or any measure of policy, which 
suggested the building of a hotel in Toronto like the 
Royal York, for instance, and 1 simply cite that as an 
example. The Canadian National did not propose to build 
a hotel in Toronto, or do anything about it; the 
Canadian Pacific elected to do that, for reasons that seem~ 
ed good to them at that time. I repeat that no criticism 
is sug.ested; I quote that as an indication that apparent- 
ly the Canadian Pacific saw fit to do many things, and in 


general about the same things that were done by other rail- 


RO 
: Mr. Hungerford 


ways and other commercial concerns, It was a period of 
optimism, and it is common knowledge that during several 
years most firms developed more rapidly than they now wish 
that they had. But I do not really think there was any 
material influence in that. 

COMMISSIONER MURRAY: In the competition with re- 
gard to passenger service, was there any priority by either 
company? There must have been by one -- which? 

MR. HUNGERFORD: I will cite a wae and again 
ft wish to say that it is not in any spirit of criticism 
at all, We decided at one time to put on a connecting 
train from Montreal to connect with one that had been runn-— 
ing for many years from Ottawa to Toronto, in order to es- 
tablish something like a mid~day service between two major 
cities. in conformity with an understanding that we had 
had with the Canadian Pacific for a considerable time, we 
gave them the customary twenty-one days'notics of our in- 
tention to make this change in passenger service. They 
had a corresponding service from here; and that was a ser- 
vice that was demanded by the public. 

THE CHATRMAN: The mid-day Ottawa-Toronto service? 

MR. HUNGERFORD ; . It was a connection from 
Montreal, sir, to Napanee, where it was joined up with the 
mid-day Toronto-Ottawa service, Well, they elected to 
put on the same service. We did not see the necessity for 
it; however, that was their business. But there were two 
trains put on when there was a demand for one. We develop- 
ed the demand and put the train on. And then st a later 
stage there came a discussion about a rearrangement of the 


train schedules between Montreal and Chicago, and in con~ 
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junction with the Michigan Central they notified us of 
their desire or intention to change certain schedules which 
would give them an advantage between Toronto and Chicago, 
We had been urged for several years by many people to put 
on a fast service in the afternoon between Montreal and 
Toronto, and in seeking some way to meet this competition 
of the Canadian Pacific and the Michigan Central we finally 
evolved the idea of a six hour train, and cofeurrently we 
withdrew this other service of which I have just spoken, 

50 that the increase in mileage wag very slight, while the 
improvement in the service between Montreal and Toronto and 
Chicago was very considerable indeed, Apparently the 
innovation of the six hour train between Montreal and 
Toronto met with the approval: of the public. We had of 
course advised the Canadian Pacific of our intention to 

put on such a schedule, following their advice to us that 
they intended to disturb the pre-existing arrangement. 

Then they decided a year later to do about the same thing. 

SIR JOSEPH FLAVELLE: The disturbance in the 
first instance was on the part of the Michigan Central, 
which decided to give an accelerated service between 
Chicago and Detroit, and it was necessary of course for the 
Canadian Pacific to travel over that road because they had 
not a line of their own. 

Mis HUNGERPORDs The point is, Sir Joseph, that 
the Canadian Pacific has joint line service with the Michi- 
gan Central, and they work together in connection with the 
schedule, 

SIR JOSEPH FLAVELLE: In that sense the Michigan 
Central first set the pace for an accelerated service, at 


least between Chicago and Detroit. 
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MR. HUNGERFOKD: It was a joint effort of the 
Canadian Pacific and the Michigan Central, the Canadian 
Pecific from Toronto to Detroit and the Michigan Central 
west of Detroit. I simply mention this to show that 


these developments came about in a more or less natural way, 


and they do not differ, so far as I can see, from develop- 
ments that took place in the United States and olsewhere. 

LORD ASHFIELD: Behind a particular development 
there is often a good reason. 

MR. HUNGERFORD: An excellent reason, yes. We 
have been actuated by the same motives, and in general, so 
far as circumstances would permit, have followed just exact~ 
ly the same practices and policies as we did long before 
amalgamation, when we were all under’private ownership. 

1 personally can see no change. 

LORD ASHFIELD: If you venture to review what has 
transpired in connection with the various activities of the 
Canadian National railway during the period under review, 
say the last ten years, do I correctly interpret your view 
when I say that whatever did happen would not be very differ- 
ent from what would have happaned if instead of being under 
government ownership and control the undertaking had been 
carried on under similar auspices +o that of the Canadian 
Pacific railway? Do TD go too far, or does that express 
your view? 

WR. HUNGERFORD: I think that is substantially a 
correct statement. 

LORD ASHFIELD: So far as you know it is equally 
true to say of the Canadian Pacifie that during the last 
ten years they have not boen tempted to make expenditures 


for services beyond what business prudence would demand 
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on account of any policy of the Canadian National Railway? 

‘MR. HUNGERFORD: I do not think so. JI think if 
there had been another private company competing with the 
Canadian Pacific, a company that had equal reseurces and 
cpportunities, the degree of SE My ee would have been 
about the same. 

LORD ASHFIELD: You make a very important quali- 
fication there, 


MR. HUNGERFORD; Perhaps I did not express myself 


clearly. 

LORD ASHFIELD: You said, a company with equal re-~ 
SOUrCES « I take it you mean financial resources? 

MR. HUNGHRPORD; Yes, 

LORD ASHFIELD: Equal to those of the Canadian 
National? 

MR. HUNGERFORD: Equal to those cf the Canadian 
Pacific. 


LORD ASHFTELD: I am sorry -- I misunderstood you. 

MR. HUNGERPORD: Obviously there was competition 
of a sort in garlier years between the Canadian Pacific on 
the one hand and the Grand Trunk cn the cther. The Cana- 
dian Pacific was a wealthy corporation, cupable of daing 
almost anything it desired to do at that particular time, 
and the Grand Trunk for a number of years was living from 
hand to mouth, as it were, and naturally could not do many 
things « IT am not referring to that kind of competition; 
but if the conditions with respect to financial resources 
had been substantially the same, then I think about the 
same degree of competition would have developed, that is, 
under the #ame circumstances with respect to optimism and 


general development in the cvuntry. 
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LORD ASHFIELD: In those circumstances there would 
not appear to be much room for economy, would there, if the 
two systems were fused or brought together in some way? 

Mi. HUNGERFORD: No, I cannot sed that any great 
saving would rasult. 

LORD ASHFIELD: Then what prospect is held out 
for the future? Must we rely almost entirely on a return 
of what we call a normal situation, a larger volume of traf- 
fic coming to the railways, for anything approaching finane 
cial stability? 

MR. HUNGERFORD: Yes, 

LORD ASHFIELD: In your opinion there is not much 
ta be gained through economies? 

Me HUNGERFORD: Oh, I think substantial advantage 
is to ve gained from practising economies, if I understood’ 
the question aright. 

LORD ASHFIELD: What would that be? Have you 
estimated it? 

MR. HUNGERFORD: No. I do not know exactly how 
te exrress that. You have heen given a figure ef 
$50,000,000 as a possible saving uneer amalgamation. 

LORD ASHFIELD: It has been mentioned, 

MR. HUNGERFORD: And a rossible saving of 
$30,00C,COO without amalgamation. 1 suggested this mern= 
ing and I suggest again, that probably many of the items in-~ 
velved are not possible of attainment under all the condi- 
tiens that exist in this country, and therefore they would 
not be realized unier one condition or the other. But in 
a general way it is my belief that nearly as much econamy 


can be effected,with the prever methods, under separate 
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operation as can be effcocted under amalgamation. 1 do not 
think the difference between the two would be very great, 
and in my view at least, there are very serious objections 
to monopoly under those conditions at all. 

GCOMiIGSsTONEA WEBSTER; Do you mean separate manage~ 
ment ag it exists now, or under the scheme proposed by Sir 
Henry? 

MR. HUNGERFORDs Sir Henry's scheme cantemplated 
separate management, with a certain measure of supervision 
by a board or comission, or something of that sort. 

COMMISSTONES WEBSTER: Which can order certain 
changes? 

MR. HUNGHREFORD: Yes. 

COMMISSIONER WEBSTER: That is not possible now? 

MR. HUNGERFOND: Well, I don't know. 

SIR JOSiPH FLAVELLE: Is it supervision, or con- 
trol -- which is the word? 

MR. HUNGERFORD: Perhanvs control is a better word. 

SIR JOSEPH FPLAVHLLE: TIT had not the advantage of 
being here yesterday, but this question occurs to me: under 
the control suggestcd would the private corporation surrend- 
er to a cortain extent its right of individual judgment, as 
it now dora under the Railway Board, whose rulings it has 
to accept, or does the suggestion go further than a detere 
mination of matters of dispute, in which case the board or 
commission would make a direction’ 

“WR. HUNGERFORD: What do you say about that, Mr. 
Fairweather? 

THR CHAIRMAN: Porhaps I might answer that. War 
Jeseph; there was considerable discussion between myself 
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having two separate kinds of function: one a function of 
supervision of the Canadian National, acting as the agent of 
the Canadian oeople, so to sneak, looking after their own 
property; the other a regulative authority, which he really 
was not prepared to define very closely, but which in proper 
circumstances would require cooperation with regard to the 
abandonment of services, the undertaking of new developments, 
and so on. He rather indicated as a sort of archetype the 
powers of the Interstate Commerce Commission, which are con- 
siderably more extensive in many respects than those of our 
own Board of Railway Commissioners. That is the sort of 
suggestion Sir Henry advanced yesterddy, although of course 
it was put in very general terms, and in order to work it 
out it would be necessary to define very carefully the 
fields of activity. What Mr. Hungerford's view are, is 
of course another matter, 

MR. HUNGERPORD: ir. Chairman, I have said that I 
endorse the idea in orinciple, I am not prepared to make 
a specific recommendation as to the form it should take or 
the exact extent to which the power should be given such 
& bea uae I think under the present conditions at least 
there is a need for some form of regulation or control of 
that kind, in the national interest. 

THE CHAIRMAN: One thing in particular, Sir 
Joseph, should be mentioned; he suggested that the consent 
of this board should be necessary in the flotation of 
gecuritics ~- I think that was the particular item that 
was most important. 

SIR JOSEPH FLAVELLE; That power is already 
exercised in some of the orovinces. In Ontario, for 


instance, the municipalities cannot issue securities with- 
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out the concurrence of the board empowered to exercise cone 
trol in such matters. 

THE CHAIRMAN: Has the Interstate Commerce 
Commission that power as at present constituted, Mr. Loree? 

COM: ISSIONER LOREE: Absolutely. Coming back 
for a moment, Mr. Hungerford, to the operating commission, 
you have two lines between Winnipeg and Fort William. 

Would you move grain over both of them, or would you con+ 
contrate, 10 on one? 

MR. HUNGSRFO:D: We have studied that question a 
great deal, Mr. Loree. This north line which you see on 
the map as a. red line, constituting one outlet to the head 
of the lakes, and the old Canadiam Northern route, con- 
stituting another, are bothrequired, as single track lines, 
during the period of heavy grain movement. The Canadian 
Nerthern route constitutes the only available route to 
Duluth, which is a fairly important connection and there- 
fore could not be abandaned. The line which is part of 
the National Transcontinental constitutes the shortest 
route to the east and therefore could not be abandoned 
without breaking the connection to the east. The route 
that we use to the east is on the National Transcontinental 
to a place called Nakina, then via a connecting link built 
a few years ago on to the Canadian Northern and down in a 
southeasterly direction ~- a short, low grade route. So 
that there is great difficulty about that, Mr. Loree. ce 
you abandon the Duluth line you preak the connection to 


Pires 
COMMISSIONER LOHEE: Suppose you abandon the 


line only from the point where it re-enters Canada over 
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to Fort William. 

MR. HUNGERFOKD: It is a possibility, but under 
the usual traffic conditions that obtain during the heavy 
grain movement it would be disadvantageous. 

SI JOSEPH FLAVELLE: Is the Canadian Pacific a 
double track line? 

MR. HUNGERFORD: Yes, they have one linc, double 
track. 

LORD ASHFIELD; If you had free use of the Cana- 
dian Pacific, how would thut effect: the situation? 

HMR. HUNGERFORD: Well, it depends, my lord. Rip 
the grain movement developed in the same volume that it 
was a short time ago, it would be of no use because they 
would D6 Using their facility te eee too. 

LORD ASHFINLD: They are using their double 
prack line to full capacity? 

MR. HUNGERFORD: At times -- at the times of 
neavy grain movement. i do not know that you can say Lt 
was used one hundred per cent capacity all the time, but 
certainly 1t was generally used to capacity. 

THE CHATRWAN: They constitute a spout there. 

MR. HUNGHEAFORD: They do; all the other lines 
west of Winnipeg converge at that point. 

COMMISS IONER LEMAN: When did they double track 
the Canadian Pacific from Winnipeg to Fort William? 

MR. HUNGERFORD: About 1907 or 1908. 

COMMISSDNER LEMAN: Was that before the opening 
of the Panama Canal? | 

MR. HUNGERFORD: Yes, I imagine it was. I do 
not recall exactly the date of the opening of the Panama 


Canal « 
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COMMISSIONER LONEN: It must have been about 
Lee OL LOLS. 

MR. HUNGSRFORD: They not Only double tracked 
there but also a long way west of Winnipeg, in broken sec- 
PLONE. 

SIR JOSEPH FLAVELLE: There is a heavy concen« 
tration of grain during ene fall months moving down to the 
lake terminals? 

MR. HUNGERFORD: Yes. Theat B's\vone of the ans 
economic features of the western movoment, From about the 
centre of Saskatchewan or the western part of that province 
the whole movement is practioally eastward -- grain, lumber, 
coal, live stock, and so on, all moving in one direction, 
usually at the same season, while nething but merchandise 
is moving west. There is a great concentration of traffic 
in a period of two or three months and relatively lean traf-~- 
fic during the remainder of the year, This involves the 
maintenance of rather extensive facilities and the assembi- 
ing of a great amount of equipment for that movement and 
then it is distributed subsaquently. 

COMuISSIONER LEMAN:; Will the Hudgen Bay railway 
make any difference? 

MR. HUNGGRFORD: It has been said that about 
twenty millicn bushels represent the maximum nya of the 
Hudsen Bay railway in terms of Canadian grain -~ that is, 
the current year's Canadian grain. In view of the fact 
that the western wheat crop alene has exceeded 540,000,600 
bushels, it is perhaps not a dominating factor. 

COMMISS IONER LEMAN: You do nae expect it to be 
a dominating factor? 


MR. HUNGERFORD: Only to that oxtente L think if 
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is a feasible route, but its capacity will be very limited,, 
from ral fat that the grain that is naturally tributary to 
that port ia only available for movement usuelly about the 
jast week in September or the first week in October, 

LOKD ASHFIELD: Why is that? 

MR. HUNGERFORD: It is relatively far north, and 
the accepted date fox the close of navigation through the 
straits is the 15th or 20th of October, so you have only 
two or three weeks any how for current movement, Of course 
grain might be moved which had been stored from the previous 
YOars It has been thought that sometime or ather we might 
get certain grain from the Dakotas, but that has not develop-= 
ed and probably won't for a while. 

SIR JOSEPH FLAVELLE: Of course you would not 
have any liners operating from there ~- only tramp steamers. 

MA. HUNGERPORD: Tramp services exclusively. 

COumISSTONSR LEMAN: Do you expect any change in 
the movement of grain to the port of Vancouver? Have you 
found a tendency towards more grain moving wast than east? 

MA. HUNGERFORD: I think practically all the grein 
from Alberta will go out through the Pacific coast; in fact 
it is doing that pretty well to-day. Of course the variz- 
tion in the volume will depend on the extent to which grain 
production in thea west increases. 

COMMISSIONER LEWAN;: De you believe that the 
deepening of the St. Lawrence waterways would have an effect 


as to the amount of grain moving sast versus west? 
MR. HUNGERFOBD: No, I do not think it would. 
COMMISSIONER MURRAY: Does the close of navigation 


gend mere grain from western Saskatchewan to Vancouver? 
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MR. HUNGERFORD: Yes, there is a tendency. The 
splitting point after the close of navigation on the lakes 
seems to shift oasterlys 

COMMISSIONER MURRAY: It comes pretty nearly as 
far as Saskatoon, doesn't it? 

MX. HUNGERFORD: Pretty nearly in some instances. 
It seems to Piao ane all the time. There is an area in 
there that ie relatively no man's land, and it is shifting 
back and forth. 

Sint JOSHV’H FPLAVELLE: If China, for instance, be- 
came ultimately a consumer of a large quantity of wheat, it 
would move that much more tennage, wouldn't it? 

MR. HUNGERFORD: I woulA assume se, yes. Grain 
will naturally go by the most convenient route to the avail- 
able market. 

Sin JOSEPH FPLAVELLE: Have they a liner service 
all the year reund? We were advised when we were in Vic~ 
toria and Vancsuver that the liners came up to Vancouver 
and Victoria and then went seuth, taking in the ports on 
the way down te San Diego until they completed their cargo, 


if they were geing through the canal, or, if they were go- 


ing west to Asia, completing their cargo at whatever points 
they tnuched. Ts that an all year round service, do you 
know? 

MR. HUNGERFORD: I cannst speak of that with 


certainty, but my impression is that Lt is. IT am almost 


certain it 1s. 


SIR JOSEPH FLAVELLE: They have in that case an 
advantage which we have not, for instance, at Halifax, where 


calls ere made at practically no other ports. Here they 
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start up the coast and then work south until they complete 
their cargo, 

UR. HUNGSRFORD: I do not know to what extent that 
coastal feature is of importance. 

Tht ChaArInuaN;: Are the ships carrying that grain 
mostly British or largely American? 

MX. HUNG:KFORD: Wo, shivos of all nations. 

COMMISSIONER MURRAY: It is really a tramp ser-~ 
vice, not a passenger service. 

Wk, HUNGERVORD: So called freight liners. They 
call them liners, but they are in freight service; they do 
not carry passengers, 

THR CiiAlisAN: Ars there any further comments 
that occur toa you now, ur. Hungerford? 

HR. HUNGEXPOND: I have nothing more, Mr. Chairman, 
unless the members of the Commission desire anything. 

THE CHAINSAN: <After we have had an opportunity 
of examining your memorandum with a little more care I have 
no doubt that we shall have to ask you to have a further 
discussion with us. 

MR. HUNGERFORD: I shall be very glad, Mr. Chair- 
man, to meet your convenience in that respect. 

THE CHAM AN: We are very much obliged to you. 


We will hear from Mr, Beatty now. 
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Parliament Buildings, Ottawa, 
Tuesday, January 5, 1932, 


(Continuation of Sitting) 


Officials of the Canadian Pacific Railway Company present: 
KH. W. Beatty, K.C., President 

Grant Hall, Vice President 

De GC. Coleman, Vice President, Western Lines 
Jo M. R. Fairbairn, Chief Engineer 

BE. HE. Lioyd, Comptroller 

BE. Ae Leslie, Assistant Comptroller 

S. Jo W. Liddy, Statistician 


T. Ee. McDonnell, President and General Manager, 
Canadian Pacific Express 


THR CHATRMAN;: Mr, Beatty, what would you pre- 
Par €O 2O>OnsWLEe Siret7 

Mie BEATTY: I. presume, sir, I should first’ an- 
swer Sir Joseph Flavelle!s question about possible econom~ 


ies through cooperation, if that is agreeable to the Com- 
mission. 


The Commission will remember that at the conclu- 

sion of the last sittings, at which I was present, Sir 
Jeseph asked me if I could give him an idea of the econom- 
jes which could be effected by greater cooperation between 
the companies, and through the joint use of facilities. 
At that time I stated: that agreements tending in that di- 
rection had been reached in a number of cases, and perhaps 
it would be of interest if some particulars of these were 
submitted. 


In order to avoid duplication of existing track- 
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age, agreements for running rights have been entered into 


between the following points: 


Miiles 
At Melfort Tiga 
Kneehiil-Kosedale 656 
At Midland cae 8 
At Humboldt Ligey 
Henribourg-Prince Albert 18.2 
Prince Albert-Debden 60.0 
Prince Albert-Fenton L9e0 
Cutknife-North Battleford 435.0 
Kamioops-Campbell Creek it.6 
Fredericton-Vancoboro Ss al 
Sudbury-Clara Bell AS 


The total mileage involved is 2OD—! 

With the same object in view railway lines to be 
owned and operated jointiy have been constructed, Or by 
agreement are to be built between the following points: 
JOINT RIGHTS 


Vernon to Kelowna) 


Vernon to Lumby ) 48.7 
Armstrong-Vernon 16.9 
Rosedale-Bullpound 26.0 
Hamlin-Glenbush 42.0 
Glenbush-Nedstead 4.0 
Allience~Coronation £30 
Soronation-Youngstown 40.0 
Beaver Crossing eastorly 45.0 


The total mileage involved is 250 66 

During the past ten years, arrangements have 
been made for joint operation of terminals at Prince Al-~ 
pert, North Battleford, Kelowna, Midland and Swift Current, 
and for the extension of joint switching arrangements at 
Fort William, Port Arthur and the south bank of the Lachine 
Ganal. Arrangements have also been effected for the Joint 
use of stations at Melfort, Humboldt, Battleford, Corona- 
tion and Youngstown. 

Within recent months an agreement has been 
reached wherevy Canadian National agents sole: traciric 


for the Canagian Pacific steamships on the Atlantic, in 


_~ 


return for reciprocal advantages in the poubsne of Trait 


‘See its 2 
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traffic to and from the steamships, 

At Halifax where there have been two superior 
hotels; the "Nova Scotian", owned and operated by the Cana- 
dian National, and the "Lord Nelson", in which the Canadian 
Pacific hed a substantial’ interest -» an agreement for the 
joint operation of both by an independent company is in the 
process of negotiation. 

During 1950 and 19351 the two railways have, in 
cooperation, substantially reduced many services; for ox- 
ample between Montreal and Quebec, one day train each way 
on both lines; between Montreal and Ottawa, one day train 
each way on both lines; between Montreal and Toronto, one 
night train each way on both lines, and between Toronto 
and Hamilton two trains each way for each service, 

As I suggested to the Commission previously, the 
field for such endeavours is restricted by the competitive 
system. in deference to the request made, however, com- 
mittees of officers of the company have been set up to ex- 
plore such further measures of cooperation as would be 
possible and not detrimental to the operation of the com- 
panies as competing transportation units. This work is 
still in progress, but it might) be of value if: I were to 
indicate the way in which we are approaching it and some 
tentative estimate of the results which might be expected. 

The vrincipal fields to be examined and the only 
ones which present the sossibility of major or even moderate 
savings, are to be found under the following captions: 

1. Consolidation of express services. 
2. Consolidation of telegraph services. 
5. Use of joint trackage and stations where parallel 


lines exist, with the abandonment of the duplicate 
trackage » 
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4, Joint switching services. 
Ss Joint stations (not included in No. says 


6s Reduction of train mileage and curtailment of 
traffic oxpenses,. 


The consolidation of express and telegraph ser-~ 
vices is definitely possible. The former has been success- 
fully accomplished in the United Statas, and the latter 
offers no obstacle. We have made an estimate of the possi- 
wile savings, or rather what at this stage must be termed an 
intelligent guess ef them, and in the case of express they 
amount to approximately nine hundred thousand dollars per 
year, and in the case of telegraph services te approximate-~- 
ly three quarters of a million dollars per yoar. 

A atudy has been made of the sections of railway 
where joint trackage might be found possible, These appear 
ts he limited, under present conditions, to some twenty-six 
sections of line, fourteen of which are on western lines and 


twelve on eastern lines, 

THE CHAIRMAN; When you refer to the eastern 
Lines, what area does that include? 

MR, BEATTY; Bast of Port Arthur, on our lines. 
Consolidation of this character involves many elementa. 
Consideration must be given to the interests of lecal 
territory served and to gradients, standards of mainten- 
ance and in some cases to the existence of deuble track. 
A detailed study to determine the limits of the joint 
trackage is necessary in each particular case, but I am 
satisfied that the maximum would not exceed eighteen hun- 
dred miles. We have selected thirty-nine points where 
jceint switching and joint use of yard facilities might 
be considered. Many of them will require more or less 


detailed examination before their feasibility is deter~ 
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mined. We have also selected a number of points «- forty- 
six in all, for the consideration ofthe pessibility of 
joint stations, and here again an individual examination 
will be required before their practical feasibility can 
be established, 
it will be appreciated that joint use of facili- 
ties involves agreement between the companies concerned and 
the reconciliation of conflicting interests. It involves 
also the question of public service and of vested and pri-~ 
vate interest wherever established facilities are affected, 
and the approval of the Board of Railway Commissioners and 
of the Government is a necessary condition of such action. 
in considering economies £0 be: effected by joint 
use of such facilities, the following elements are to be 
taken inte account: Fixed charges will be unaffected. 
What will be affected is the cost of maintenance and, to 
a limited extent, the cost of operation and train mileage. 
Assuming that gatisfactory arrangements could be made 
covering the trackage, stations and terminals which we have 
in mind, we estimate that the annual savings in maintenance 
and operation will be approximately six million dollars. 
THE CHAIRMAN: You mean Canadian Pacific? 
MR. BEATTY: Yes. 
SIR JOSEPH FLAVELLE: That is the western section? 
WR. BEATTY: . No, thatp is poth,.sir, so, far. as 
trackage and joint facilities are coucerned, but excluding 


telegraphs and express. 
Much thought has been given during the past few 
years to the question of pooling of passenger service and 


earnings in Canada, but we have been unable co find a basis 


on which a system could be built up whereby the railway 
companies would profit, except at very serious sacrifice 
of the public convenience. in the United States, despite 
a goneral desire for economy and cessation of intensive 
competition, it has been found possible on only two rung 
to establish a satisfactory pooling arrangement, namely, 
between Seattle and Portland, and between Duluth, Saint 
Paul and ianeoitee The Ral ee obstacles result from 
the fact that various railways serve different intra-ter- 
minal communities, and in certain large centrés such as 
Montreal, Winnipeg and Vancouver, make use of different 
stations. While doubtful that substantial advantage can 
accrue from that source, we are prepared to discuss the 
problem further with other railway companies to see if 

the objections and difficulties can be overcome. 

I might say there, sir, that since 1925 we have 
had this problem under discussion with the Canadian Naticn- 
al, and I have had many sessions with Sir Henry Thornton 
WiLh Pespect to it, We decided at that time -- and we 
could not reach any other conclusion afterwards -- that 
the main object of pooling being economy and therefore the 
cutting down of unnecessary train services, we could 
accomplish it, to a substantial degree at all events, by 
mutual agreements, and as a result of that we made agree- 
ments in both years, in 1925 and in 1951, which have re- 
sulted in very substantial savings to each company in 
respect of train mileage. 

Consideration has also been given to the possi-~ 
bility of some change in the system of operating the rail- 


way hotels. The Canadian Pacific has never vuilt a hotel 
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in any city where there was previously a hotel constructed 
by its competitors; indeed, there are only three cities in 
Canada in which there are two railway hotels -- Vancouver, 
Winnipeg and Halifax, The Halifax situation has already 
been referred to, and in Vancouver the Canadian National 
hotel is uncompleted. In Winnipeg the Canadian Pacific 

has had a hotel for twenty-five years, and the Canadian 
National for a considerable period. Bach hotel was con- 
structed either as a part of, or adjacent to, station facili- 
ties of the respective companies. Beyond dealing with these 
individual cases, there is nothing in the hotel situation 
which would indicate savings through amalgamation, unless 
they were operated by an independent hotel company and on 

& much lower standard. 

I think the Commission will appreciate what I 
mean by that -- that is, if the railway companies maintain 
these hotels up to the standard that Weta be expected of 
them, and it has been a fairly high standard, established 
by themselves over a long period of years, they could not 
hove to effect very great economiés. But if, as we pro~= 
pose to do in Halifax, an independent company could be in~ 
duced to operate them, and do so on a lower standard, there 
would be a possibility of saving. How far we could go in 
that direction and escape criticism 1] am not prepared to 
Saye It is very difficult for a railway company owning a 
hotel which bears its name, even though operated by an in- 
dependent company, to escape criticisms of service good or 
bad -- adverse only when they are bad, of course -- or come 
plaints which would be pmade by travellers or shippers, te 


e 2 F = “ 
the opinion of whom the railway companies are peculiarly 
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susceptible, in short, they cannot very well avoid their 
responsibility, ne matter how much they sublet the-facility. 

Apart from the action taken in conjunction with 
other railways, to which reference has been made already, 
we have made drastic reductions in passenger train mileage, 
both in competitive and non-competitive territory. The 
total reduction made during 1931, from 1930 service, was 
2,191,466 miles, or, taking the mileage on a per annum 
basis, the reduction was 3,258,609 miles. 

The following suwnmary will indicate to the Com 
mission the way in which our figures as to possible savings 


were reached: 


Lines Proposed to be Abandoned: 


~~ Miles 
Eastern Lines 598 $ 902,036 
Western Lines ee) 2,765,850 
1,658 $3,667,836 


Proposed Consolidation of Stations (not included above) 


Bastern Lines 45 ns Ae AN eae 1S 6) 
Western Lines Me pete. 15,500 
50 $ 193,280 


Proposed Joint Switching Arrangements, etc. 


Fastern Lines $1,610,235 
Western Lines 400 ,OQ0 
2,010,235 


Gonsolidation of train and boat service : 
south of Armstrong, Okanagan District... $ 90,000 


Eastern Lines $2,690,051 
Western Lines po, 271,550 
$5,961,401 


SIR JOS#°H FLAVELLE: Would that be about equal 
as between the two systems? 
MK. BEATTY: Do you mean in the savings? 


SIR JOSEPH FLAVELLE: Yes. 
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MR. BEATTY; The savings due to the joint opera- 
tion -- you want to know to whom it would accrue? 

SIR JOSiPH FLAVELLE: Yes, 

MR. BEATTY: I do not know whether that division 
has been made, Mr. Coleman, has it? 

MK, COLEMAN: No sir. 

Mii. BEATTY: Can you estimate it? 

MX. COLEMAN; It would be avery OMEPTOULES 1 
think. 

MR. LLOYD: We would be entitled to our LLEGy 
Pet Cent Ore 1s. SLT. We ought to get at least a half of 
that saving. 

Sik JOSEPH FLAVELLE: It would be approximately 
a haif each. 

Mis BEATDY: This figure is not reached in con- 
sultation with them, Sir Joseph; it is our own estimate, 
nor has the feasibility of these proposals been discussed 
with them, except in a very general way, when the joint 
committee of officers indicated the areas in which the ine 
vestigations might be carried out, 

SIR JOSHPH FLAVELLE: Does the result of your 
inquiries show the mileage of each that would be abandoned? 

MR. BEATTY: We know that. 

SIR JOSSPH FLAVELLE:; Would it be about equal? 

WR, BEATTY: Not quite. It would be about 
forty~sixty, Mr. Coleman, wouldn't it? 

MR. COLEMAN: Yea. 

SIR JOSEPH FLAVELLE: Forty Canadian Pacific and 
sixty Canadian National? 


MR. BEATTY: Yes. That of course is quite 
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apart from this original mileage I gave you, in respect of 
which we have already made arrangements for joint operation. 

SIR JOSEPH FLAVELLE: With respect to the econom- 
les which were effected in 1951 by your joint action in re- 
dation to train services, did you make any estimate of the 
additional amount that would have been spent had you carried 
your services just as they were before, without having made 
Pris | 164 arrangoment? 

MR. BEATTY: - Mr, Lioyd estimated that, I think, 
at $1.50 a mile, . 

Mi. LLOYD: One dollar a mile, 

Mi. BEATTY: In that case it would be $3,258,000, 

SIR JOSEPH FLAVELLE: ‘That is the reduction of 
service between Ottawa and Toronto and Montreal? 

Mii. BEATTY: In both competitive and non-competi- 
tive territories, 

COMMISSIONER LEMAN: That accrues to both come 
panies? 

MR. BEATTY: No, that is our own line; theirs is 
even greater, We started earlier, and we did not build up 
so high, so that in train services alone their economies 
made in 1931 would probably be greater than ours. 

That was the first question, Sir Joseph, and that 
is being proceeded with -- I mean, the investigation is not 
exhaustcd; but that is a preliminary estimate that our 
officers have prepared. 

COMMISSIONER LEMAN: ‘That is, the economies al- 
ready effectod in 1951, with those contenplated of half of 
approximately $6,000,000, would be about six million dollars? 


WK. BEATTY: Yes -- of course that is only one 


wb 


item of the economies effected in 1931, in respect ef 


“SS 
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train services, 

Sin JOSEPH FLAVELLE: What were the othors? 

WR. BEATTY; They were in every branch}; every 
conceivable form of reduction we could think of wag put 
into cifect in wey | 

SIR JOSEPH FPLAVELLE: Has any attempt been made 
to estimate what they would amount to in the aggregate as 


between the two systems? 

Ma. BEATTY: No, I have not those figures avail-~ 
able, but we will have them at the conclusion of our yearly 
accounts, which will be ready shortly. 

COMMISSIONER LEMAN: Take, for instance, the 
question of reducticn in expenditure on shops; that, I 
suppose, would be more a quéstion of indvidual action than 
one of cooperation? 

MR. BEATTY: Absolutely; those factors are local 
to each system. 

Now, the other question that I was asked, Mr. 
Chairman -- I do not know whether you would wish to dis- 
cuss it at this stage; you may think it premature --~ was 
one put to me vefore the conclusion of the sitting, as to 
whether I had any views I would care to express to the 
Commission on the question of solution. 

THE CHATRMAN: We have been going into it, Mr. 
Beatty, and I think it would be more satisfactory if we 
could hear now what you have to say with respect to that. 
I think Mr. Coleman was asked his views during the trip 
out west. 

MR. BEATTY: It was sugpestea to me at the 
previous hearing that I might give the Commission an 


idea of what I would consider a proper solution of the 
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railway problem in Canada, and I replied that I thought the 
question a fair one and that I would be able to do so at a 

later stage. There are some ohases of the matter that re- 
quire further examination, but I mght at the present time 

indicate some of the factors involved. 

The Commission ne chargea with the very gerious 
duty of recommending such changes in the present railway 
Situation as will permt of substantial economies and the 
elimination of waste in operation, L presume it may be 
taken for granted that the very fact that this Commission 
has been constituted is evidence that in the opinion of the 
Government economies are essential in the national interest. 
This being so, what is the condition we find? & shall noe 
deal with the financial situation, because the alarming 
charactor of the figures has already been called to the 
attention of the Comrission by the Minister of Railways, but 
I refer to the position of these two railway systems in re- 
dation to each other and in relation to the country itself. 
One has a mileage of fifteen thousand odd, almost wholly in 
Canada; the other a mileage of twenty-three thousand odd, by 
far the largest vart of which is in Canada but with impor- 
tant lines in the United States. They are in competition 
in every province of Canada gave Prince Edward Island, and 
they furnish a character of service as high as any in 
North America and too high in the light of the returns or 
the needs of the travelling and shipvoing public. 

Various schemes have been suggested at different 
times by which the maximum of judicious economy in opera- 
tion of the two railways might be securede Some would 


think government ownership of all the railways desirable, 
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but I dismiss that ag impossible for two reasons; First, 
because our own experience and that of other countries has 
indicated beyond the possibility of doubt that this oe a 
inefficient and economically unsound method of operating a 
huge public services enterprise; and, secondly, because I 
cannot conceive of any terms which would be within the 
ability of the government to offer to the Canadian Pacific 
shareholders which the latter would be justified in accept- 
ge the experiénes of the Jast’ déaade makes it clear that 
such a proverty could not be operated economically under 
government control under conditions existing in Canada, 

J also Gismics the PossiDidity ofa change ine 
volving the transfer of the government lines, subject to 
their existing obligations, to a private company. No 
private corporation could assume the enormous eerie ens 
which the government railways are under. Of it did, the 
project could never be made to yield a profit and the com- 
pany would find itself unable to finance the undertaking. 

Nom ado, l think that the difficulty can be solved 
by bringing about a maximum of cooperation between tho two 
railway systems and still retain the assumed advantages of 
competition between them. The objects of such a sugges~ 
tion are thoroughly laudable, and are based upon the theory 
that in public transportation service competition is very 
desirable and that in no other way can adequate rail ser- 
vice. be secured, The possibility of greater cooperation 
has been suggested in order that the full benefits of com~ 
petition may be retained but at lesg expense than free and 
unrestricted competition would involve, The sufficiency 


of this as a solution depends upon two considerations: 
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First, whether the economies will be sufficient; and, 
secondly, whether it is possible to make them effective and 
at the same time preserve competition in a major sense, 


Some light will be thrown upon the first question by the 


information we are collecting in Consequence of a question 


asked when I last appeared before the Commission, and the 
doubt suggested by the second consideration can probably 
only be resolved through actual experience. My own opinion 
is that the benefits of competition are very gravely exagger~ 
ated and the expense incidental thereto, if conducted, is 
out of proportion to its value to the public, Cooperation 
which takes the form of joint use of passenger terminals in 
particular, is readily justifiable provided the cost of 
making the physical connections is not go great as to render 
lye: uneconomical, and any railway executive could readily 
defend such action to the owners of the property. 

In the United States, elaborate passenger facili- 
ties have been provided, the cost of which is not warranted 
by any public or railway advantage thereby secured, E 
speak with a good deal of conviction on the subject because 
the provision of extravagant passenger terminals has been 
something which the Canadian Pacific has sedulously avoided 
over a long period of years, We think ours are adequate 
but only in the case of Toronto hes the expense been very 


Brent . 
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I suggest to you with deference that the object to be sought 
Ls tne securing of “an inoentive to efficiency coupled with a 
sense of responsibility which secures economical operations, 
and that this result can only be achieved under private oper- 
ation of the railways of Canada. This belief leads me to the 
conclusion that under existing conditions in Canada, the only 
solution which will stand the test of the country's necessi- 
ties is a consolidation through a lease on a profit sharing 
basis of the Government railways to the Canadian Pacific. 

Naturally, I cannot speak for the Canadian Pacific 
Railway Company's shareholders, or its directors; at this 
stage, but I would be fairly certain that such an arrange- 
ment could be consummated on fair terms. | 

I think it would be premature to discuss with the 
Commission at this time details of the terms, nor do I think 
it desirable to outline what would be necessary in the way of 
provision for future financing. These are questions which, 
while of great importemce, must follow a decision of the 


Commission on the principles of the plan and whether it is 


feasible or otherwise. 


You may properly ask me why I make this suggestion 
in the light of conflicting opinions which exist in Canada 
in regard to the forms of railway administration. Impartial 
consideration of railway problems has been defeated in Canada 
on occasions by political considerations. The railway dupli- 
cation which has largely brought about the present situation, 
was strongly protested by the Canadian Pacific but its pro- 
tests were unheeded oN ee they ran contrary to the then 
current public policy. 

Lord Shaughnessy's proposals made in 1921 were never 


properly considered and yet his fears came to be realized. 
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Ten years later we find ourselves confronted with the same 
problem, intensified by the large expenditures made meanwhile 
and with increased unnecessary duplication. The inherent 
difficulty of the situation, as I stated in my previous sub- 
mission, lies in the fact that Canada has not sufficient pop- 
ulation to create the traffic necessary to support its exist- 
ing rallways, if they are to be operated as two separate 
competing systems. 

Postponement of the solution can only aggravate the 
situation. The combined net earnings of the two railways in 
1928, the greatest year in the history of Canadian transpor- 
tation, would not be sufficient to pay the dividends. ( at the 
then rate ) and the present fixed charzes of the Canadian 
Pacific and “so much of the interest on the debt of the 
National Railways as is now due to the public. I do not 
mow when-another year equal in traffic-to that of 1026 will 
come, but of this I am certain that when it does come the 
railways will be even less able to meet these outgoings. 

What could we expect would ve the result of efficient 

peretion of a well managed company? Lord Shaughnessy estim- 
ated in 1921 that if the Canadian Pacific operating ratio 
could be extended to both the Grand Trunk Pacific and Cana- 
dian Northern Reilways, the saving would be fifty-six million 
dollars a year. A committes of our statisticians are making 
a careful investigation of the economies that can be effected, 
and their findings will be submitted to the Commission as 
soon as the work is completed. 

IT think we can safely assume that after a few years ~ 
and it would take a few years te organize staffs and make 
arrangements for re-routing of traffic, for the elimination 


of unnecessary mileage and reducing the standard of 
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maintenance where a very high standard of maintenance is no 
longer necessary, for the closing of stations, combining 
offices and other economies which could only be gradually 
effected ~ after this period of readjustment is over, the 
Savings, even under present subnormal traffic conditions, 
would equal e substantial portion of the interest due the pub- 
lic on the present government system. With improved condit 
ions, these figures would, of course, be increased, and I 
would anticipate a gradual reduction in the outs tanding inter- 
est due the government on advances made to the company. 
Objections to this course ~ none of them directed to 
the economics of the situation - have been made. First there 
is the natural objection to what is known as a monopoly. 
There may perhaps have deen good reason in former years why 
thet word should have a sinister meaning in the minds of 
many people. A monopoly was supposed to be oppress ive be- 
cause large and strong, but some of the most efficient, most 


wisely administered and most public spirited public corpor- 


1 

main successful, efficient and progressive, and they are ad- 
ministered by men cf high character and great ability. The 
spur of competition is very effective: but it also is pro- 
vocative of great waste. I do not lmow of anything that 
taxes the judgment and the courage of a business executive 
more than an attempt to compete strongly and yet not un- 
wisely. You may ask: Admitting that great economies can ve 
effected, how can we provide that the public interest will 
always pe safeguarded and that inadequate or indifferent 
service will not develop? As to the first, I would say that 


a tribunal should se estanlished either by enlarging the 


¥y commission or by establishing 


wv 


powers of the present railw 
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a separate tribunal which would be a court of appeal in any 


y 
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matter of complaint over inadequacy of facilities Or insuf- 
ficient service or to adjust other matters in which the pub-~ 
lie interest is involved, We are already regulated ana the 
complaints frcm the public in respect of Canadian railway 
Popriwes are, I think, on the whole relatively few in number, 
the most important of them relating, of course, to the ques-~ 
tien oF freight rates, in respect of which there will always 
be two opinions and for the solution of which a commission 
exercising judicial functions has been established in this 
country for twenty~seven yeerse As to the second point as 

to the possibility of indifferent service being Siven, may I 
suggest to you that the character of a corporation ig largely 
determined by the quality of its management. Perhaps we have 
all been educated as to our public duties in the last decade 
and consider ourselves a little more sensitive to public 
opinion than did our predecessors, but the fact is that wise 
executive and administrative Operation involves a scrupulous 
regard for these public responsibilities, and the brGol oF 

it in Canada so far as the Canadian Pacific ig concerned lies 
in the fact that no places in Canada receive more adequate 
and efficient transportation service than does the non- 
competitive berritery on dis Pine < for epannns places such 
as Three Rivers in the Province of Quebec and the southern 
territory in Alberta and British Columbia. 

Shippers in Canada need have no fear of a regulated 
monopoly of but one phase of our transportation business, 
especially one which for many years will require to show re- 
sults which can only be obtained by efficiency and economy. 

Objections have been made as to the wisdom of attempt-~ 
ing a permanent solution of Caneda's railway difficulties 


during a period when traffic and revenue conditions ere 
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acutely subnormal. The answer to these oojections, which 
almost immediately occurs to anyone familiar with the situ- 
ation, ia that the danger of any policy of moderate refor- 
mation is grave and the credit, and indeed the solvency, of 
the country may well be seriously menaced unless an immediate 
and constructive policy can be evolved. 

Now, those views, Mr. Chairman, are the rzrsult of a 
lot of experience -- it ts true with one railway only -- and 
careful study of the development of transportation in Canada 
over the past thirty years, with the last fifteen of which 
personally I have ween very familiar. 

If I could think of a middlo course which would have 

erhaps more popular features than the one TI’am suggesting, 
I would be very glad to submit it to the Gommission. I am 
oppressed with this consideration, that whenever a railway 
problem has had to be reviewed in Canada, the real facts 
have never been thoroughly appreciatod bh oy those who form or 
create public opinion. Even today, when our nationsl obli- 
gations are so heavy as to cause considerable apprehension, 
in some quarters there is an indifference as to the railways 
and what will become of them that to me is perfectly amazing. 

These transportation systems represent a capital of 
over three billion dollars; they are the greatest single 
agency in Canadas; they have been the greatest settl embnt 


agencies and the greatest assistance in the development of 


tne country over a long period of years. And yet there is a 


feeling throughout the country, at least in some parts, 

Wy Fe $ 
that all you have to do is wave a magic wand of some kind 
and these conpanies will come through and function as for- 


merly without very much cost to anyone. The Canadian Pacific 
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is reputed to be a wealthy corporation, the treasury of the 
government is supposed to be limitless, and we are met with 
solutions that are based upon a complete forgetfulness of 
the fact that the Canadian Pacific hag not got unlimited 
means, nor can the credit of this country stand many more 
serious assaults. 

The position as I see it -- ana tam a terrific op- 
timist on the future of the country -- is that it would take 
many years for us to hope to get back through ordinary 
traffic increases to a Conaition of prosperity which would 
be regarded as satisfactory. Our Sparse population of 
necessity means a slow development in traffic. Our rate 
Situation is such that general blanket heavy increases are 
scarcely possible, and if they were attempted the benefits 
from them we would not hope to receive. We are met on the 
one side by water competition, which is cheapor than our form 
of transportation under the present system, and on the other 
by road competition, which is algo cheaper, and both having 
advantages which the railways do not enjoy. S30 that factor 
makes me think that complete relief ~- some, yes == but 
complete relief through increase in freight charges is 
scarcely a possibility. 

And then when we consider the effect of freight 
rates on the development of Canada through making the cost 
of distribution easier on the original producer, we must be 
impressed with the fact that our scales have been set up 
with the idea of minimizing the natural effect of distance. 
It is true we have the lowest freight rates in the world, 
but we also have the longest distances to the primary mar- 


kets. These are considerations which have to do with the 
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building up of the country. I do not think we can entirely 
overlook then and treat freight rates as purely a mathe-~ 
matical problem having no result but to make railways pros- 
perous or otherwise. 

The question has becn debated off and on in Canada for 
a good many years -- every time we have a railway problem it 
is debated more and more -- but it is always debated with- 
out, it seems to me, adequate knowledge of the financial 
considerations involved and what the country has paid and 
is paying for its transportation over a considerable period 
Of years. 

I do not know of any other way in which we can gst 
these maximum economies. The figures will speak for them- 
selves when they are submitted, but I believe that the es- 
timate of 1921 will be exceeded, and that after the period 
of readjustment is over it may be even substantially ex- 
ceeded. If that is so, then of course you can realize, 
depending upon the terms that are made, that we will be in 
a fair way of meeting our fixed charges on the National 
Railways due the public, without doing any injustice to the 
investors in the private enterprise. 

These suggestions of course can be elaborated almost 
indefinitely, and if you think 1t wise they could be in 
respect of various details which are important; but the 
most important feature of the whole question is the formu- 
lation of a plan whereby efficiency can be maintained, econ- 
omiles secured, and the public interest protected. 

i heve mo objection to regulation. In fact I believe 
we are regulated by public opinion almost more than we are 


by the decisions of tribunals. But regulation has been 
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practiced in Canada since 1904. While we grew up without 
it, it has »een fairly successful, and the work of the rail- 
way commission on the whole has been of very substantial 
worth to Canada. The pawers of that board are not as Great 
as those of some other similar tribunals. They might be 


increased, if it were thought wise to do so, and permit an 
even more careful scrutiny of the opnerationgof the railways, 
particularly im relation to their public services, without 
doing the companies or their managements any serious harm. 
But perhaps that discussion is a little bit premature, sir. 

THE CHAIHMAN: You do not indicate, Mr. Beatty, the 
extent of the relief which you contemplate to the public 
finances. 

MR. BEATTY: No sir. That of course would depend in 
a measure on the terms of the lease arranged between the 
owners or determined by this Commission. The reason why the 
principle of consolication appeals to me is the fact that 
both companies would share in every economy effected. The 
pot becomes a common one; it may be divided in agreed pro- 
portions between the owners ~- the government and ourselves. 
But if the maximuwn economy can be secured only through con- 
solidation, then the maximum benefit to the present owners 
of the two properties can only be secured in the same Way. 

LORD ASHFIELD: In your memorandum, Mr. Beatty, you jump 
from cooperation te a lease. You do not make very clear why 
it is that under a lease you can effect economies which 


would se substantially greater than under similar cooper-= 


other is only partial if you retain the competitive element 
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between the two companies, 
LORD ASHFISID: You mean under cooperation there is 
bound to be a competitive element somewhere that sooner or 


later would break out? 
WA. BEATTY: Yes, 


LOND ASHFIELD: What you are suggesting is a common 
fund and a common management? 


MR. BEATTY: Yes, a common board of directors. 

SIR JOSEPH FLAVELLE: A lease in perpetuity? 

MA. BEATTY: It would have to be 4 longs pericd to’ pet 
the full benefits, and I think perpetuity would be as long 
as we could make it. 

LORD ASHFI=ZLD: You would want complete freedom in 
dealing with the physical assets of both undertakings? 

MR. BEATTY: Yes, in order to get fe! nae economy. 


SIn JOSEPH FLAVEILE: Have you in mind under your 


MR. BEATTY: I had in mind, Sir Joseph, certain fixed 
amounts would be determined, and after that the receipts 
should be divided in certain agreed percentages. 

LORD ASHFIELD: Gross receipts? 

MR. BEATTY: No, net receipts. 

SI JOSEPH FLAVEILE: That is to Say ,where the govern- 
ment is at present, roughly speaking, responsible for a 
billion three hundred million annually -~ 

MR. BEATTY: Wo sir, they are responsible for fifty- 
seven anda half million annually due the public. 

SIR JOSURI FLAVELLE: All right. I am thinking of the 
fixed obligations of the government. They run into about 
a billion three hundred million dollars, the interest upon 


which, you say, is about fifty-seven and a half million 


) 
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dollars. 

MR. BEATTY: That is due the public. 

SIR JOSEPH FLAVELLE: They have in addition to that 
$406 ,000,000 invested in the government system of railways, 
@ part of which they have never issued in Securities, that 


is, the Intercolonial and National Transcontinental and a 


series of small roads in the Maritime Provinces chiefly. 

is it your idea that under the lease there would come a time 
when you would repay to the sovernment that sun for which 
they are responsible, or take their place in making the 
payments? 

WM. BEATTY: ‘In time, even without a spectacular 
development in this county, I should think that the recelpta 
of the joint properties would be sufficient to pay all the 
interest due the public and a very substantial part of the 
interest due the government, 

SIR JOSEPH FLAVELLE; That is, the interest due the 
government on the $600,000,000 they have loaned and the 
$400 ,CO0,COC they have invested in the other railways? 

MR. BEATTY: Whatever represents their legitimate 
investment. There are a lot of figures in those totals that 
represent expenditures not on the property, but expenditures 
to meet liabilities on the property, and therefore not 
assets in that sense of the word. 

SIR JOSEPH FLAVELLE: I suppose, however, that the 
billion two hundred and fifty million of indebtedness t95 
the public is represented by money that went into the enter- 
prise. 

MR. BEATTY: All of it I should think. 


SIR JOSEPH FLAVELLE: Then the §400,000,000 which was 
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expended on the Intercolonial and on the National Trans- 
continental is practically money which was spent. 

Mi. BUATTY: Yes. 

SIK JOSEPH FLAVELLE: Of the $600,000,000 of debt 
which is due, I do not know how much is for Cerac Luss san 
any. 

Mi BEATTY: Some of it undoubtedly is. 

SIR JOSsPH PLAVELLE: I do not know whether some is 
for loansirrespective of deficits or not. Probably it wovld 
include deficits. 

Mi. BEATTY: They would be, Sir Joseph, for this reason, 
that at various tines the government has been compelled to 
borrow money to pay those deficits, which they added to the 
capital account of the National Railways. 

OIK JQS#Pi FLAVELLE: Quite so. Your scheme has in 
mind the release of the country in due course from liabil- 
ity for these suns due the public, and possibly for the sums 
cue the government for the Intercolonial and National Trans-~ 
continental systems? 

MK. BRATTY: Yes. 

SIR JOSEP FLAVSLLE; It is the liability to the public 
cree roughly speaking, is one billion two hundred and Litcy 
million plus four hundred million odd for the National Tranes- 
continental and Intcrcolonial, which represents practically 


all the railways in the country except the T. & N.O. 


MR. BEATTY: A Pew others ~~ the New York and Ottawa 


Sti JO EPL FLAVELL": And you are under the impression 
that that result would be reached within a toleratly early 
period under one administration? 


MR. BRATTY: T would not care to guess the number of 
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years it would take, Sir Joseph, because I have always felt 
it would take from three to five years to complete the con- 
solidation and get your maximum results. 

SIR JOSEPH FLAVELLE: To get the ecenomies which would 


result from consolidation? 
Mis BEATTY: Yes. 


SIR JOSEPH FLAVELLE; There are two aspects, Mr. Beatty, 
of such a unified holding. There is the political, which the 
government must deal with as to whether it is possible or 
not. The other aspect bothers me ~~ whether any single ex~ 
ecutive body can be entrusted with the responsibility of 
interpreting for the cammunity the service necessary under 
the diverse circumstances that we have in Canada. {is there 
any parallel for it anywhere? 

MH. BEATTY: Not to this extent. Of course, monopolies 
in transportation exist. 

SIR JOSEPIT FLAVELLE: Germany is suggested. 

MR. BEATTY: Germany has practically a government sys- 
tem. France has two, a government system operating in one 
area and a privately owned system soperating in another area. 

THE CHALTRMAN: Italy? 

MR. BEATTY: Italy's 1s a government system. TI have 
Pelt. Chiles: Sir Joseph, in looking at what the results would 
bées- I am omitting for the moment the political aspect, be- 
cause [I am not compstent to judgé of that,- I have always 
felt that,once the real situation was appreciated through 
the decision of an impartial tribunal, none of us can min-~ 
imize the effect of that on the public mind, so I am willing 
to let that take its course. But so far as the other factor 
you mention is concorned, could we secure adequate service, 


I think we could in two ways. This is not a transportation 
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monopoly. It is possible in certain cases and at certain 
times, but, generally speaking, it is not possible in Canada, 
We have still to compete with the motor trucks and motor 
buses and the waterways for cight months of the year, and 
probably we always will. But we have an Over-riding tribun- 
al with very ample powers composed, let us say, of the high- 
est type of mon. Surely we can assume that the public rights 
Will not be invaded by this monopoly when so many restrict~ 
ions are placed upon their operations, even if it were wise 
PO AO sh ot Mar net very much impressed with the argument 
which suggests that because a thing is large it is therefore 
unfair and a menace. We nave all been regulated for so long 
that those evils have disappeared out of our operations to 
a large extent. 

SIR JOSSRE FPLAVELLE: I am not thinking of a malevolent 
spirit -- 


SI JOS&Hi FLAVELLE:.~- seeking to deny the public 
their fair needs. But in regard to this remarkable corpor- 
etion which would necessarily follow, I am not altogether 
sure of the capacity of its executive to interpret ,without 
the whip of competition, what the public have a right to 
secure in the way of service. We have seen very clearly the 
mischief of a competitive situation. 

MR. BEATTY: Has this occurred to HOVUSA. 40 JOSepn as 
by reason of the very nature of this institution the very 
best >rains of Canada would almost automatically be found on 
its board, the best as well as the ablest type of citizens? 
Now, can any corporation, be it large or small, get more than 


that? 
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LORD ASHFIELD: ALBIN ‘Out Cor: Bip Joseph's question, 
let me ask you this: In the last ten years, say, has your 
policy in directing the affairs of the Canadien Pacific 
Railway been affected in any way by what has been done by 
the Canadian National Kailways? 

MR. BHATTY: Oh, very naterlally. 

LORD ASHFIELD: Would you describe YOUN POLiCy as) an 
extravagant one, due to the policy of the Canadian National 
nallways? 

MK. BEATTY: We were forced into unnecessary expendi- 
tures in order to keep our place, as we thought, because we 
were faced with this aiveiouicy, 

LORD ASHFIELD: They forced the pace? 

MK. BEATTY: Yes, Lord Ashficld. For a great many years 
we had been in oecupation of the Transcontinental field, and 
these newcomers -- I am not eriticizing them: it wes a inatter 
of executive policy and was supported by their owners, the 
government -- embarked upon a Great policy of expansion, of 
meeting us in competitive services u- in fast train service, 
fine equinment and larger power. In order to meet that we 
1ad either to compete or drop behind and lose the Cree rey, 
because we are in competition in so many places right acrogs 
the continent. We decided that we cculd not afford not to 
meet that competition, that we would lose more in the way of 
traffic than we would lose in the expenses involved in meet~ 
ing that kind of competition. Now, we have been accustomed 
oO Call tan unfair competition. The reason why that word 
Mas Deen used =~ and 4b has not Deen used in any malevolent 
sense ~- is this: We wore a private institution doing very 


well, we tnought we were well-officered and fairly efficient 
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in our operations, but we had not unlimited powers in com-~ 
petition because we had not unlimited financial resources; 
the government had apvarently, because a grcat deal of money 
was appropriated for competitive transportation service. We 
met it as best we could. I do not think we overdid it, we 
tried not to, but it was expensive and a good deal of it 
might, I think, have heen avoided, 

LOAD ASHFISLD: It had the effect of providing an un- 
excelled system of transportation for Canada, taking the two 
tegether. 

MR. BEATTY: Exactly. As a matter of fact, Lord Ash- 
field, the more you study our transportation services in 
this country the more you see how we have misled or pamper- 
ed our customers in the character of the services we render. 
It is extremely high grade for a country of our population 
and traffic. We have services comparable, I think, to the 
best services in the United States, where until quite recent- 
ly their conditions were quite dissimilar from ours. 

LORD ASHFPIEID: I take it your view, Mr. Beatty, would 
be this, that so long as the present conditions continue you 
must anticipate an extravagant operation of these under-~ 
takings? 

Mi. BEATTY: I would say so for this reason, Lord 
Ashfield, we might have got religion for a few years in re-~ 
spect to economies because of necessity. 

LORD ASHFIELD: "The devil was i111" sort of attitude. 

MR. BRATTY: Yes. Our railway operations, so far as 
the government system is concerned, must of necessity be 
affected by government policies. Nobody knows when a govern- 


ment will come into power which might think it wise in the 


nation's intercst that we shovld expand, and if we have to 
follow suit, then of course the difficulties will be great- 
er in future years than even they are today. 

LOXD ASHFIULD: Mr. Beatty, on this question of giving 
wider powers to a tribunal, whether the existing one or a 
new tribunal, I take it that is not material sat the morient ? 

Mii. BEATTY: No. 

LOAD ASHFIELD: Vould it be your view that thts 
tribunal -- seeking as it would of course to look after the 
publie intersst in the event of failure on the part of this 
Great corporation to serve the public properly ~- should 
have certain powers to enforce their decisions on thé cor- 
poration? 

MR, BEATTY: Yes, I wovld agrec. 

LOaD ASHPISLD: Would you agree that both services and 
rates should come within the scove of this tribunal, or 
should there be separate tribunals, one for services and the 
other for rates? 

Mie eee TET co nob think t+ kes much difference if 
your tribunal is properly constituted. 

LORD ASHFPTISLD:; Would you have a restriction Dub on 
the tribunal with respect to the finencial vosition; would 
you ask for seme protection there? 

Hike BLATTY: The Interstate Conmerce Commission hag 
power to appraise all issues of securities by American raii- 
roads. In order to secure thet approval you have to justify 
the purpose of the issue; in other words, to an extent you 
have to justify your judgment in better rments, extensions or 
improvements. I do not see anything unfair in that condition. 

COMMISSION: LORE: Do you think that power has been 


very wisely administered? 
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MR. BEATTY: The condition would not be the same in 
your country, Mr. Loree, where you have nothing but private 
institutions competing with one another. This is 4 case of 
super-reculation of a monopoly. 

COMMTISSTIONSR LOREE: Might not the conditions here ve 
worse than they are in the States? 

MR. BEATTY: I hope not. 

LORD ASHFTULD: Taking the reverse position, do you 
suggest that the tribunal should not be able to enforce any 
decision upon this corporation if SS A TEsult of that en= 
Vorcement the financial vosition of the corporation would be 
prejudiced? 

Mk. BEATTY: I should think that would he a condition 
precedent to the exercias of their powers, “ut how it could 
pe controlled under our constitution ft Oo not: enews! Ape 
not the same as that of the United States. 

Sin JOSEPH FLAVELLE: You could not have a situation 
such as his Lordship has suggested, I would judge, where the 
tribunal are limited in their power to require service, but 
unlimited in their power as to checking expenditures. You 
end I are well aware, Mr. Beatty, that a small executive con- 
trols the operations of a great corporation; all the board 

an do is wisely to choose the men. 

MA. BaATTY: The board cannot operate the property, I 
admit that. 

SIR JOSEPH FLAVELLE: It is those men who administer 
the affairs of the corporetion. The beard cannot know any~ 
thing about the numberless deteils that immensely affect 
these who make use of the corporation. Now, if there was a 


super-board it would be named by the government, I suppose? 
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MR. BEATTY: Yes. 

SIR JOSEPH FLAVSLLE: It is no secret that from time 
to time the railway board has become a harbour for politi-~ 
clans? 

Wn. BEATTY: That is true. 

SIR JOSEPH FPLAVSLLE: And the importance of the board 
has at various times been greatly weakened. 

MR. BEATTY: It has been affected by individual 
appointments from time to time undovotedly. But, Sir Joseph, 
don't forget this, that under the statute today our Railway 
Commission has power to tell us what to do with ovr facili- 


ties, and has the power to require certain services, on 


the petition of any individual‘ or’ nublic) body, 

SIR JOSEPH FLAVELL: : Under competition it has not 
been necessary for the »Yoard to exercise thet power. 

MR. BRATTY: No, but they have thet power. 

THa CHAIRMAN: Have you considered, Mr. Beatty, what 
immediate relief might ve anticipated at the expiration of 
your period of incubation, so to speak, of three or five 
years, as the case may be? 

MR. BEATTY: The figures will show it more accurately, 
but I should anticipate something in the vicinity. of 
“60,000,000 a year. 

LORD ASHFIELD: You. mean a {60,000,000 ssving based upon 
the results of 1931 of both systems together? 

Mis BEATIN: Yes, sir. 

LORD ASHFTiLD: Mr. Beatty, I do not know whether you 
have a programme in connection with your administration which 
makes some attempt to determine your capital needs for 


several years in advance? 
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NR. BYATTY: No, not for several years in advance. 
Our capital needs are determined each year, with the possi- 
vility of running into two years through the approval 6 4 
tained in one; that is, we appropriete a certain sum of 


money for a certain work, and we know we may not complete it 


in one fiscal year, and that aporovriation takes us through 
the case. But outside of that our appropriations are all 
defined year by year. 

LORD ASHFIELD: Let me put my question in another way. 
Assuming these systems were brought together under some 


leasing plan, do you contemplate that the capital expendi- 


ture would be upon a lower basis under that arrangement than 
would be the case if they were separate? 

Mn. BEATTY: Much lower, sir, because of the utili- 
zation of each others facilities. 

LORD ASHFIELD: You mean by pooling each other re- 
sources you get an immense advantage? 

Mik. BSATTY: Yes. 

pl JOShPH HAVEELE§ Of course, one has only to think 
of the vast network of mileage over the prairies to realize 
that under cne administration where there was no embarrass- 
ment with respect to ownership a great many things would 
happen. 

MR. BHATTY; A great many. 

LORD ASHFIELD: You have already answered this questz 
ion, but as a matter of Clauliy 1 should, Fiké to put it to 
you again, Mr.Reatty. You have had great experience and oc- 
cupy a very high position, if I may aie so, not only in Can- 
ade’ but in the railway industry throughout the world.Assum- 


ing this proposal of yours is made effective, is there doubt 
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in your mind as to the ability of those responsible for the 
management of this undertaking in carrying it on success- 
TUL. notwithstanding its size, its far flung character? 

Mi. BEATTY: It is a matter of sclentific organization. 

LORD ASHFINLD: You are not afraid of its size? 

MR. BEATTY: Not a bit. 

LOAD ASHFIELD: You have studied that, and are satis- 
Hisd 1. can be done? 

MR. BEATTY: Yes. 

COMMISSIONER LORE"S: Could you extend that indefini- 
Bais? 

MR. BEATTY: I do not need to contemplate an indefinite 
extension; it is big enough ~-- thirty eight thousand miles 
would be involved. An organization can be set up, Dased 
upon the organization that we presently have. It would 
simply be an expansion of it. 

COMMISSIONER LOREE: I wondered where the capacity 
ended. We have the same problem in the States. We are talk- 
ing of four systems in the east. 

MR. BEATTY: You have only one president for one 
hundred and twenty million people. 

COMMISSIONER LORER: Well, some people find fault with 
him. 

SIR JOS=PH FLAVELLS: I do not suppose, Mr. Beatty, 
doubt would necessarily arise as to the capacity of a 
scientific orgenization to carry on successfully the techni- 
cal part of the work. The doubt arises with respect to the 
Limited capacity that belongs to senior executives to inter- 
pret -- if IT may use such a term in relation to railways -~ 


the spiritual side of the situation, 
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Mi. BEATTY; No, Sir Joseph, you should not use thet 
expression. 

SIR JOSHPH FLAVELLE: Well, ag we centralize power 
over immense arcas we seem to fail to get the interpretive 
spirit of what the subject needs. That is one of the reasons 
why, wisely or unwisely, we got rid of absolute monarchy. 
it would be a little difficult to go back to absolute mon 
archy anywhere in the world today. 

MR. BEATTY: I do not think the question of autocracy 
can possibly arise in this connection. As I said,I think 
we would attract to that corporation the best business brains 
in Canada and the wisest men in Canada. T heve no doubt 
about our being able to obtain the technical skill which is 
required to operate these railroads, nor dO, T think we are 
short of administrative material, nor even of the executive 
material, to carry on,because this railway, large if you 
like, would of necessity be very susceptible to public 
opinion, It is a public service corporation. The men at 
its head would have to be very wise men, they would have to 
be business statesmen of the highest type. But, as I tried 
to indicate in the memorandum, no corporation is better than 
the men in it, and you cannot make it good by legislation. 

SIR JOSEPH FLAVSLLE: No. 

COMMISSIONER LOREN: The difficulty would be in select- 
ing that type of man. He would be sought by the financial 
interests. 

ii. BUATTY: He would be selected by his board of 
directors, and there, as I say, you would have the best 
ability that this country cen furnish. If we cannot rely on 


ourselves there, I think we will be in a pretty hopeless 
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position. I have enough confidence in the people’ of this 
country to think that we can develop the type of men we wil? 
require in this corporation. 

COMHTSSIONER LORE W: He might be like the first class 
tenor, only born once in three generations. Then you might 
have to write your inusic down to a lower scale. That is what 
I am suggesting might happen. 

MR. BEATTY: A first class baritone might be better 
than a first class tenor «- there are more of the former. 

LORD ASHFIELD: Taking: 1t seriously, Mr. Beatty, the 
fusion of these two undertakings does not cover any wider 
territory than you are overating today. 

MR. BSATTY: Not &eographically, no. 

LORD ASHFIELD: Goographically it is the same thing. 

It does suggest itself to me thet it might be just as di rra 
cult a property to administer if you have two scparate under~ 
takings to deal with and attempt cooperation than would be 
the case if you have one undertaking under one management. 

Mr. BEATTY: Cooperation involves much greater diffi- 
culties than this plan, Cooperation is difficult because 
its limits are so obvitoug.. 

LOND ASHFIELD: It is so unsatisfactory at times, there 
Ls more irritation. 

COMMIS »IONSR MURRAY: A benevolent autocracy is all 
Pighug put the fear of tyranny is very deeply ingrained in 
the people, and while your public board might protect, would 
it protect sufficiently their interests? 

MR. BEATTY: The efficiency of a corporation like thig 
ame AGA vebd Lit to satisfy the public depends upon the 


officers; it would not depend upon the over~riding tribunal, 
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no matter how wide the powers you reve it happened to be. 
The success of such a corporation would depend upon a prop- 
er appreciation by the officers of their public respon» 
sibilities. The individual railway officers are as food 

a tyoe of Canadians as I know of, and with that in their 
makeup I have no fear that they would not live up to their 
obligations. 

STk JOSEPH FLAVELLE: We are struggling,Mr. Beatty, to 
see if an effort can not be made to limit the operation of 
too many transcontinental lines, too many miles of railway, 
S0 as to make one good dollar come back for another and pay 
at least the interest on the money invested that is due the 
public. Now a single corporate body, applying itself to the 
limiting of these services cr of the miles of railway travel- 
led, would be confronted with the suspicion of the community 
affected, which would create a situation difficult for che 
operator and difficult for the country. That, however, is 
a matter for the government to determine. But I come “ack 
again to this, not the difficulty of getting the technical 
eel, nou Thue ditiiculty of multiplying by two what is now 
done by one body of officers; it is that subtle tning that 
you have mentioned. I attempted to call it SDL Osis. ul 


is that sense of responsibility to the public. 


be 
G 


His DoAriY: Yes, "ain; 

SI JOSEPH FLAVSLLE: That may be in one executive and 
not in the other; it may se in a gencration of ten years or 
more. ‘te are legislating for the future needs of the 
country, and the adoption of your suggestion would mean 


One syeuen of Yreilways in this country for all time to cone, 


unless parliament intervened and sald,"tt is intolerable; 
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We Will break it up." TI quite accept your interpretation 
that each succcssive body will be selected from the fittest 
men in the country; they in turn will choose their senior 
executive officer, and if they choose wisely a youngish 
man his tenure of office presumably will run to fifteen or 
twenty-five yesers. But I am in great perplexity as to 
whether that autocratic power can be vested in a single ox- 
ecutive body. I see the difficulty of the other -- we are 
confronted with 1£. I did hope that perhaps it would be 
possible to discover a way out. TI quite recognize your 
figure of speech, that you can have religion for a time when 
things go badly, but when they go well there will be a change 
of heart and it will be, "to hell with religion: every man 
for himself." On the other hand, you are legislating 
in perpetuity for a territory of immense extent. 

> MR. BEATTY: Sir Joseph, do you think there is any 
greater difficulty to select one man of the type of the 
exccutive that you and I are discussing to administer 
58,000 miles of railway than to select two men to administor 
18,000 or 20,000 miles each? 

OIk JOSEPH FLAVELLE: No; but unfortunately as yet we 
have not devcloved sunpermen to make it unnecessery that we 
ue flogged a bit to do our duty. 

ties Pei. (Kou de met thine then, there can he any 
peace in transportetion without war? 

SIR JOSEPH FLAVELL! : I should not like to term it war. 

MR. BSATTY: It is pretty close to it. 

SIA JOSSPH FLAVALLE: We have not yet discovered so far 
as I knew any ficld of human endeavour that we can pass over 


to a very small group for determination of policy affecting 


— 
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the interests of the public. 


MR. BEATTY: Then let us look at the alternative for 
a moment, Sir Joseph. The alternative is competition, 


because you say in effect, and quite truly, that competition 
constitutes regulation in itself. 

SIK JOSERI FLAVELLE: Yes. 

MR. BEATTY: But can we afford competition? 

SIR JOSEPH FLAVELLE:- It depends entirely, Mr. Beatty, 
on whether it is possible ~~ JT do not claim it 1s possible-- 
to carry into competition a recognition of the necessity 
in the defence of their own property for the exercise of 
such sanity as should exist between sensible men. But this 
means the turning over of the people of Canada in perpetuity, 
or until such time as a revolution brings about a change, 
to the control of those who will administer this great con- 
solidation of the railway propertics of the country. TI 
really hoped you would not find it necessary to dismiss so 
completely the element of working out the situation to- 
gether. 

MR. BEATTY: Sir Joseph, if I could find enough results 
in it -- you can see from the approximate figures I have 


given you, which you may regard in some respects as incom- 


STR JOSEP FLAVSLLE;: They are disanpointing. 

MR. BEATTY: I should not say disappointing; I am sur- 
prised that they are not larger. But the possible savings 
through that form of cooperation are always limited. You 
maintain there one great expense -- competition. 


STR JOSEPH FLAVELLE: Curiously enough, that is the 


safeguard of the consumer; sometimes the punishment of him 


iv 
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too. 

LORDASHFTEILN: Tf both you and the Canadian National 
had a free hana cooperatively to work these undertakings 
on the most economical basis, it is not clear to my mind, 
lire Beatty, where the element of competition would come in. 

MH. BEATTY: Because it ig limited by the opportunities 
ror cooperation, Lord Ashfield. “@ must run our parallel 
Services throughout the country. We join in various places 
and seve a certain amount of money by doing so. Put we are 
in different sets of owners! hands, different security 
owners, cach of whom we have to Procvecu. 

LOHD ASHFIGLD: If those security holders said, "We 
will give you an a osolutely free hand to work these under- 


takings on exactly the same dasig asd fe yvom nad 1s leasing 


ez 


arrangement," and thet was going to produce the same result 
as the leasing arrangement, I am not clear that there would 
be any competition at all. [It would come to the same result. 

MR. BEATTY: There would not be quite as creat a de-~ 
gree of competition, but -- 

LORD ASHFIELD: Therefore if you are trying to get full 
economy you might get rid of competition. 

Md. BEATTY: Quite true: but if you said to your share- 
holders; "You retain your ownership in this property, but 
it is to he operated as their property, and we want power to 
rin up tracks, and so on," you would not get their authority 
tO do 80. 

LORD ASHFIELD: I agree it is a question of method. But 
following Sir Joseph's line of thought, if you are foing to 
eae the maximum advantages from cooperation, you eliminate 


competition. 
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MR. BEATTY: You cannot nel 15% 

LORD ASHFISLD: Under this leasing arrangement of the 
Canadian National to the Canadien Pacific, do you speak of 
the Canadian Pecific as a company or as a railway? 

MR. BEATTY: I speak of it as a railway in the first 
instances, Lord Ashfield. The problem before us in Canada 
is rail- transportation principaily, and of course the major 
source of our revenues and of our expenditures are those 
vig systems. We have investments in entirely outside 
enterprises, some of which we inherited and could not avoid, 
and which I do not think should form any part of a consol- 
idated system. But I do think that everything we have 
wnich is operated in connection with our railways forms 
part of our transportation system and should be constituted 
as such. 

LORD ASHFIELD: Would that include Grants of land? 

MA. BHATTY: Grants of land remaining are part of 
the assets of the company which might or might not be re- 
served for the benefit of the shareholders; the same as our 
investment in the Consolidated Mining and Smelting Company, 
which ig an investment of the shareholders and should be 
reserved too. JI did not go intensely into the details be- 
cause there are a great many sorts cf property which 
“might be eliminated. 

LORD ASHFIELD: You do not commit yourself one way 
or the other at the moment? 

MR. BEATTY: No. 

COMMISSTIGNER LORNE: The old copy hook adage uscd 
to be “Competition is the life of trade." How are you going 


to live under a monopoly? 
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MR. BEATTY: You can Give service to the customers 
of your railway under one form ag well as under the other. 
The proof is in our large non=conpetitive territory in 
Canada, none of which is suffering. 

COMMISSIONER LORU™: I had more in mind the import- 
ance of developing the state of the art. 

Mi. BEATTY: For the sake of maintaining efficiency 
we must at least keep abreast of your progress in the 
United States. 

COMMISSIONER LORS: There would be no competition. 

MA. BEATTY: Except the competition we have with 
your northern lines in the west. 

COMMISSTONER LOREE: That is limited. 

Mitt iys Yes. Go the Pacitic wleape. 


COMMISSICN'R LOREE: T: 


my 


you look for any source of 
life in the monopoly I do not see where you gst it. 

MR. BEATTY: Take the mechanical man at the head of 
the mechanical department of this consolidated system; 


should he be any less alert than two men doing the same 


work? 

COMMISSIONER LOREEN: I have seen many instances of 
ate 

MR. BRATTY: Do you see any reason ‘why it should be 
So? 


COMMISSIONER LOREE; I think the old adage, Competit- 
fOr tecne iipe of trade, still applies. Competition 
kindles a spirit of emulation in a man, and he gets th 
reward that comes to him for superior activities. 

MR. BRATTY:That is perfectly true; but no doubt 
you have in mind companiss which are virtual monopolies 


put which are not behind in thetr technical resources, 
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As an instance take the A.T. & TP, 

COMMISSIONZR LOKME: They have a great many com- 
petitors. 

hut. BEATTY: But no competition in their own field. 

COMMISSIONSR LOREX: Yes, in cortain parts of the 
United States. 

MR. BEATTY; But no one covers the same field as they 
do. They have competition with ourselves, with our wire 
services naturel yy, out taking) the A. T) & Pas an example 
of a monopoly, they have kept up a remarkable pace in their 
progress. 

COMMISSIONSR LOREE: Yes, I think as a rule they 
have a very good set of men in charge. Eventually they may 
have a man who may go to sleep. Nothing more significant 
has happened in the banking business in New York than the 
failure of the grandson. THe went into society, horse 
racing and one thing and another and left banking go to the 
devil. That is the trouble I see in a monopoly; you have 
got no incentive, no spur. 

Mi. BEATTY: You have the spur of achievement, you 
have the spur to make proper returns to your owners, you 
have the spur of public criticism if you fail; you have also 
the spur of what I have been trying to describe as a very 
high grade board of direction, which must feel their re-~ 
sponsibility to the institution and to the country. 

COMMISSIONS LOREE: But against all those things 
you erect barricrs. At one time we had in Washington 2 
stately Marshal. Someone said to him,"Marshal, I don't see 
how you keep good humoured in view of all the attacks that 


are constantly made on you in the press." "Well," he said, 
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"I have a very good secretary; when I go to the office in 
the morning there are clippings on top of my correspondence, 
but he never puts anything there but clippings that praise 
me." 

MR. BEATTY: I do not know how it would Feel to be 
treated like that. 

COMMISSIONER LOREE: I see it in go many instances, 
Mr. Beatty. Take our locomotive position; we had three 
companics who agreed on prices; thoy had no interest what~ 
ever in developing the state of the art, they wanted to sell 
standardized products; now they are in a honeless state 
approaching bankruptcy. 

MR. BEATTY: There has been sterile competition, yes, 
in many instances, I admit that, due to price control and 
things of that kind. 

SI JOSEPH FLAVLLLE: You see, Mr. Beatty, most of 
the monopolies we have been discussing may be broken almost 
at any time by a competitor, certainly over a course of 
years. The difficulty that one sees in this proposal of 
yours is that from Halifex to Vancouver the rallway, a wital 
part of the machinery of covery community, would be under one 
administrative body. 

MR. BEATTY: Do not forget, Sir Joseph, that only 


one phase of transportation is involved. 


OS 


SIR JOSEPH FLAVELLE: You mean there is also to be 
taken into account motor competition? 

Mr. BEATTY: And water. 

OLR JOSEPH PLAVELLS: OVEr six months of the year. 

MR. BUATTY: Except the Panama Canal competition from 


the east to the west, which prevails all the year round. 
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COMMISSIONER LOREE: One of the things we are charged 
with, Mr. Beatty, is road transport. We have asked the 
guéstion repeatedly as we have G0ne across the country 
whether any of these bus lines were declaring dividends or 


were profitable, and as yet we have not had an affirmative 


answer. 
MR. BEATTY: I am not surprised at that, sir. 
COMMISSIONS LOREE: How can they be a competitive 
agency? 


Mn. BEATTY: They disappear and come up @ ain, but 
so lang as they are able to function at all, whether they 
are bankrupt or otherwise, the traffic results to us are the 
same. 

COMMISSIONER LORE#: Is it not something like the 
interurban trolley, which was active for a few years and 
then dropped out? 

MR. BEATTY: I do not think the motor bus is going 
to be a very serious thing with us. The truck is another 
problem. It will be possiblo to coordinate truck and rail 
services, but we have always considered that the first 
step in thet direction was to find out under what conditions 
we are competing or coordinating. We do not mow yet in 
this cowumtry because there ig practically no: regulation. 

COMMISSIONER LORE#: Of course, it is a very serious 
question to every railroad. Our experience in the States 
is that only about 6 per cent of the buses are comnon 
carriers, 6 to 8 per cent contract carriers, and the others 
privately owned. So as public instrunents of transportation 
they are without the regulation of the state; if they are 
going to be regulated at all it must he by the police power 


over the highway. As to the diversion of our passenger 


2 
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business, of the loss of 23 per cent, 20 per cent went to 
the privately owned motor and only 3 per cent to the bus. 
There were killed on the highways of the United States last 
year 50,000 people; motor vehicles are killing about a 
hundred people a day. I should think that eventually 
police regulation would be the source of control there. 
We have been rather staggered as to cooperation between the 
motor truck and the railway by the experience of the 
English railways in their coer eon and delivery service; 
they lost last year 46,000,000, and the year before 
6,200,000. So it does not seem to be an inviting field. 
MR. BEATTY: (No, not’ 1f the loases’ are in that..proe- 
portion in this country. Of course, we do a truck service 
now in terminals as part of our collection and delivery 


service naturally. We have been doing that for years in 


different forms starting with the horse and Waggon. 


put the difiicuity here, Mr. Loree, is not quite 


the same as in your own northern section; your southern 


berrivory 2s not at all similar. Our roads are blocked 
for four or five months of the year. More roads are being 
kept open every year in normal times, fewer pronably under 
conditions such as prevail now; but we must maintain these 
services, branch line or otherwise, all the year round, while 
the cream of the business leaves us for certain periods and 
goes to the truck. 


{I do net think it is an insoluabdle problem, but I 
J 


do not believe the rallways of Canada are in a very good 


position to meet it, or even to determine a policy in re- 


_spect to it, until they know the conditions under which thei 


competitors are going to onerate. We have had examples 
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where a truck line was estahlished in local service against 


our rail service. They cut our charges in two and we lost 


the business. We cut our charges and got the business back. 
Another competitor came in asainst the truck line, cut his 
charges 50 per cent and got the business from the two of us. 
You say that is not permanent competition. Granted, but so 
long as the truck lines onerate, and whether the competition 
is cut-throat or not, we lose the business. 

COMMISSIONER LOREE: True eneugh. 

Sim JOSHPH FLAViLLE: Mr. Beatty, yesterday I asked 
my secretary to give me a list of some responsible people 
in the city who were in the truck business. She produced the 
telephone directory containing three pages of persons en- 
Gaged in motor truck service, running east as far ag 
Montreal, west as far as Windsor, and north as far as Owen 
Sound. I was amazed, I had no idca there were go many en- 
faged in the business. 

Mie BEATIY: I do not Imow that those men are licens 
sed oven. 

cin JOSuPH FLAVALLE:A manufacturer whom you know 
very well, a strong admirer of your corporation and very 
loyal to it, told me the othor day: I have a good deal of 
difficulty withholding my business from motor trucks when 
they can take the product out of my plant and deliver it 
thirty, forty, fifty, sixty or seventy miles on the job com- 
plete in from an hour to three hours. They will do that as 
far as Niagara Falls. I am having increasing difficulty 
in retaining my loyalty to my railroad friends “cecause this 
sorvice is so convenient and so complete for me. Lord 
Ashfield has told us at odd times thet the service at home 


has been very prosperous, but of course they have many big 


——_ 
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cities and towns within a comparatively limited area. An 
important wholesaler in one of the western cities ~= he 
would not let me introduce his name to the Commission --~ 
intimated that notwithstanding the imperfect character of 
the roads he was delivering most of his product through 
the Province of Alberta by motor truck. Among the 
advantages he cited was qickness of delivery. 

Mik. BEATTY: Door to door delivery. 

SIR JOSEPH FLAVELLE: He said that some of the Dranch 
lines were rumning only three days a week for the sake of 
economy. Some poople in Toronto have been running trucks 
for a dozen years. For instance, you will see the big 
closed vans of e man named "Hill the Mover," at Nig ara 
Falls, Belleville, Lindsay, Peterboro, But I gather from 
what you say that on the passenger side you are not so an-~ 
~O08, Lis on the truck side. 

MA. BEATTY: Yes. We must admit there is an area 
Within which the truck has a distinct advantage over the 
railway, and will provably never lose it. 

SIR JOSHPH FLAVELLE: In some of the testimony given 
to us it has ween indicated thst where the rallway met the 
rete they were able to set some of the business back. But 
hag this L.c.l. carload rate business been profitacle for the 

railways? 

MR. BsATTY: Yes, dependent on the distance of course. 
Where we would feel the truck competition most severely 
would be on very limited mileage, for the bulk of our ex- 
penses would be torminal and the rate would not be very 
remunerative. We may have to make up our minds that we shall 


lose that business. But the trucks have been extending 
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thelr area very materially, and it is thet business we must 
hold. 

SIR JOSEPH FLAVELLE: Take an area covering Belle- 
ville, Peterboro, Lindsay, Owen Sound, Guelph, Niagara Falis, 
and swingingover as far west ag London; that would hurt? 

MR. BHATTY: Yes. 

SIR JOSEPH PLAVELLE: That igs happening every day, 
largely, I suppose, because of these public services that 
are included in the telephone directory. 

MA. BEATTY: It is very difficult for us to Sauge 
our loss in a time when traffic is subnormal. We do not 
know how much of the loss is due to depression and how much 
to restriction. 

COMMISSIGNR LORNE: On the Kansas City Southern we 
have taken two local trains and put on each of them a freight 
car and crew to handle the 1. ¢c. 1. business. We are get- 
ting a great deal of it back. 

Mi. BEATTY: We have a couple of services of that 
kind in the west. 

MR. COLEMAN: Yes. 

SIh JOSEPH FLAVELLE: How do you deliver it to the 
householder? 

COMMISSION RA LORES: At the station; he comes for 9 EN 
it is a short haul. 

SIR JOS:PH FLAVELLE: You supply your roadbed to carry 
your traffic. Is there any scientific or moderately scien~ 
tific basis to arrive at what a truck ought to vay for the 
use of the highway? 1 CRANE YOuUCrave Said) sir, that! they 
charge as much as £25. 


LORD ASHFI=ID:£125.a year. 
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Sin JOSEPH FLAVELLE: That would be avout #600 with 
US « 

THE CHAIRMAN: In some of the States the license fee 
is $1,200. | 

COMMISSIONER WsBSTER; $2,500 was the highest fee 
On that iiat. 

THE CHAIRMAN: Mr. Loree says that is entirely a 


Matter of taxation. 

COMMISSION LEMAN: In some of the provinces it ig 
as high as $600 or 3700. 

SIk. JOSEPH FLAVELLE: Do they continue operating? 

COMMISSEONER LEMAN: Oh yes. 

Mit. BEATTY: I think the brief that the Railway 
Assoctlation filed with you contains. the last statistics on 
the subject. 

COMMISSION 2 LEMAN: Mr. Beatty, what would be the 
position of the lessor if certain conditions of the lease 
weré not lived up to? 

Mi. BEATTY: I presume the lease would provide 
adequateprotection for that contingency. It is not an un- 
usual provision. 

THE CHAIRMAN: T suppose you are using the word 
lease as a very broad term. It might include any sort of 


arrangement not involving an out and out transfer of owner- 


MR. BsuATTY: Ye suggest a lease of the propertiss 
of one company to the other. 

oli JOSiPH FLAVELLE: But in another sonse it is a 
continuous arrangement. 

ME BRAUTY « Oh, naturally. 


Sim JOSSPH FLAVELLE: Because you immediately 
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commence to recast your own property working in sympathy 


with the other property so as to get the best results. 


Mn. BuATTY: You recast both of them so as to get the 
full benefits ef the unification. 

Sik JOSSPH FLAVELLE: Yes. 

THE CHAIRMAN: Mr. Beatty, I can't help thinking some 
of these matters will require elaboration before we can 
really settle down to consider them. Of course, one of the 
eo>viously vital points sbout the whole situation is the fin- 
ancial. It may be that some one form of arrangement is 
about the only form that would appear to afford any adequate 
relief, but in order to consider that we would require to be 
able to form some idea of the measure of the relief that you 
Souid. Look for. 

hit. BSATTY: In other words, you think the measure 
of relief would depend somewhat on the terms? 

TH CHAIRMAN; It must necessarily, don't you think 
SO? 

Mi. BLAtTY: Undoubtedly. They can be worked out, 
Mp. Chairman, but of course only after we get this estimate 
of what the maximum economics we can expect would he. 

THE CHAIRMAN: How soon do you think you could have 
that? 

MR. LLOYD: A week or ten days, probably a week. 

THE CHAIRMAN: Then the other estimate of reasonably 
anticipatablo economies arising from cooperation without 
emalgamation? 

MR. BEATTY: You mean the slatoration and checking of 
these statements? That can be done fairly quickly. 


THE CHAIRMAN: I understood the two companies were 
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working together on it. 

Mi. BuATTY; That is a question I was just going to 
ask you, sir. These are our figures up to date. of course, 
they may not be willing to sit in and check them; I should 
think they would be. 

SIR JOSEPH FLAVsLLY: of course, the financial re- 
quirements of the Dominion do not come within the scope of 
this Commission, and yet that question is involved in the 
reilway question. The gravity of the whole financial situ- 
ation is not the railways alone, although it 1s a very ser- 
ious part of it. This year we will not be within 
3175 (90,000 of meeting our budget, including 60,000,000 for 
the railways. 

Mi. BEATTY: If that is the aggregate. I do not 
know whet the aggrcgate will be. 

SIR JOSEPH FLAVELLE: The railway situation is one of 
the problems. There is no minimizing its eravityy bub it 
is not the only charge. When ve are discussing the possibil- 
ity of a very cxtreme measure for the purpose of saving the 
country, we must besr in mind that the country has to be 
ee by something more than the railways. 

MR. BEATIY: That ia true. Of course, it is the only 


question referred to you. 


j 


Lae 


SIR JOSEP!’ PLAVELLE: Incidentally, however, the 
whole gravity of our situation financially is not a railway 
one; that is the point I want to make. 

THs CHATRMAN: Certainly not. 

COMMISSIONER LORY: Measured in terms of the value 
of the Canadian Pacific, have you some approximate estimate 


of the value of the Canadian National; is it 30 per cent, 


100 per .cent,-or 120 per cent? 
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MR. BEATTY: No, I nave not, Mr. Loree. 

COMMISSIONS LORES: of course, when you work out the 
terms of your lease it would be derived Lrrom ‘that. 

MR. BEATTY: Yes, that will be a factor in it, un- 
douvtedly. | 

THE CHAIRMAN: I suppose a valuation of these proper- 
ties would be a work not to be lightly entered upon. How 
long have you been at work on your valuation of the railways 
of the United States? 

COMMISSIONER LOREZ: I think it started about 1910. 
We have spent about %150,000,000 on it. We have got no 
where yet -- we have not even got the principle of valua- 
tion started. 

MR. BHATTY: I am afraid that anything respecting 
capitalization is probably out of the question. 

THE CHAIRMAN: ie should like, Mr. Beatty, to have a 
chance of looking over your memorandum more Closely. Prob- 
ably it will require considerable elaboration. 

MR. BRATTY: Yes. 

THE CHAIKMAN: We may require many further discussi- 
ons with regard to the situation. 

MR. BUATTY : Oh yes, the situation ig very compli- 
cated and difficult. 

THE CHAIRMAN: There is nothing further, Mr. Beatty, 
that you desire to discuss with us? 

MR. BEATTY: Nothing at this stage. I rather expected 
that the Commission, after hearing these views in outline, 
might indicate in what respects they would like the views 
elaborated. Of course, if it is desired to deal with the 


two factors that are not dealt with in detail there, the 


) 
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possible terms of this arrangement and the financial re- 
sults ~- 

THE CHAIRMAN: I have no doubt that we should like 
to have them elaborated, but there may be other matters as 
well. 

MR. BEATTY: All right, sir. We have, I think, 
completed our work in the preparation of the answers to the 
questionnaire which the Commission submitted. Those state- 
ments can be filed by Mr. Lloye. 

SIR JOSEPH FLAVELLE: Mr. Beatty, you take no 
cognizance of the interest on your hotel investments in the 
eperating accounts of the railways; you absorb that in your 
fixed charges, I suppose? 

MR. BEATTY: Operating expenses of the hotcls? 

SIR JOSEPH FLAVELLE: Yes. You do not ccunt interest 
on the investment? 

MR. BEATTY: No sir. 


SIR JOSEPH PLAVELLE: That is just absorbed in your 
fixed charges? 


MR. BEATTY: Yes. 

SIR JOSEPH FLAVELLE: You create these hotels either 
out of surplus or out of stocks? 

MR. BRATTY: Yes. 

SIR JOSEPH FLAVELLE: Or out of debentures? 

MR. BEATTY: Ne, not out of debentures. 

SIR JOSEPH FLAVELLE;: And having created them, you 
make no charge against them for the interest on the capital? 

MR. BEATTY: No- 

SIR JOSEPH FLAVELLE: Whatever revenue there is to 


the good you pass over to the credit of the general account? 
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MR. BEATTY: Yes, 

SIR JOSEP FLAVELLE: Do you do the same with main- 
tenance? You had a heroic policy for the maintenance of 
your equipment, which you have changed under the present 
edverse circumstances. But what about your hotel main- 
tenance? 

MX. BEATTY: It has all been charged against oper- 
ations. 

SIK JOSEPE FLAV:ALLE: “hat about ousolescence, 
furniture renewals, and go on? 

Mi. BuarTY: They are all charged to operating ex- 
penses; they are all renewals paid out of earnings. 

Sin JOSEPH FLAVELLY:; VYhen you show these earnings 
you show them after the absorption of those itoms? 

Ma. BSATTY: Oh yes. 


THE CHAIRMAN: Thank you, Mr. Beatty. 


At Sel5 pem. the Commission adjourned. 


f 
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ROYAL COMMISSION ON RATLWAYS AND TRANSPORTATION 


The Royal Commission appointed to inquire into 
the whole problem of transportation in Canada, parti- 
cularly in relation to railways, shipping and communi- 
cation facilities therein, having regard to present 
conditions and the probable future developments of 
the country, met at the Parliament Buildings, Ottawa, 
on Wednesday, January 6, 1932. 
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Official of Canadian Pacific Railway Company 


Je Nw K. Macalister, Chief Commissioner, 


Department of Immigration and 


ColoniLZeat Lon. 


Parliament Buildings, Ottawa, 


Wednesday, January 6, 1932 


Afternoon Session 
ichabateitslinttadacl ahr steno chacs weaticekced 


The Commission met at 2.30 te is 


THe CHAIRMAN: Sir Joseth, Mr. Macalister is present. 
STR JOSEPH FLAVELLE: Mr. Chairman, when I suggested 
that Mr. Macalister and Dr. Black might be present at some 


time during our sessions, I had in mind the Minister being 


here. Later I found that was not possible, but Mr. 
Macalistor in the meantime had started for Ottawa. 


I have no thought, Mr. Macalister of questioning the 


policy of the government of today in relation to coloni- 
zation, but I desire the views of yourself and others on the 
subject in view cf the fact that sooner or later the tonnage 
of these railways depends on the volume of our farm and 
Other products. 

Based on his early oxperience with the Great 
Northern and the Northern Pacific the late J.J. Hill ex- 
pressed the opinion that the settler was worth a thousand 
dollars a year to the railway. ‘Mr. Dennis told me he was 
impressed by that statement to the extent of making in- 
quiries and he found that it was not as far wrong as might 
have been thought. He worked it out at about #680 a year. 

Under existing circumstances, Mr. Macalister, with 
the railways as well as the department not encouraging 
colonization from without, are you doing anything along the 
lines indicated by the Premier of Saskatchewan when we were 
in uegina last month? He said his government were moving 


idle men with farm experience away from the towns and 
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assisting them to go on the land. Have you’ been in touch 
with that movement? 

MR. MACALISTER( Chief Comnissioner, Department of 
Immigration and Colonization, Canadian Pacific Railway): 
Yes, we have been very active in it, during the past eighteen 
months. 

SIR JOSEPH FLAVELLE: On behalf of the Dominion 
government? 

MR. MACALISTER: The Dominion Government, the 
Colonization Department of the Canadian National Railways 
and cur own. 

SIR JOSEPH FLAVELLE: That is, taking men who have had 
some farm experience out of the towns and putting them on the 
land? 

MR. MACALISTER; They had to have more or less money, 
because they have not had any assistance in getting on the 
land, other than finding for them farms that were available 
on terms they could meet. 

SIR JOSEPH FLAVESLLE: Is that recently? 

MR. MACALISTER: That has been carried on actively 
for the past eightcen months as a cooperative arrangement 
of the three intcrests, but it is only a continuation of 
what we were all doing before. 

Sin JOSEPH FLAVSLLE: Of course, before you were 
bringing them in from outside the country. This is something 
you are doing within the country, is it not? 

MR. MACALISTER: That is quite true. What we are 
doing now is cleaning up available families that formerly 
were brought in. That is, at all times when immigration has 
been active a very considerable proportion of the immigrant 
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families are not able to go into occupation of farms for 
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themselves and operete them on arrival, either from lack of 


capital or lack of cxperience. So there is always a reser- 
voir of femilies created who are in farm employment or in 


the citics. From that reservoir, particularly the reservoir 


of families in farm employment, we have been constantly 
drawing for permanent settlement, that is, after they have 
had one, two or three years experiance under Canadian ccn-~ 
ditions; or if they lacked entirely farm experiense, after 
they had acquired sufficient experienne to farm on their 

own accsunt. I am sorry to say our reservoir is almost dry; 
that is, available families are rretty well settled -- those 
that have sufficient means to settle. 


STR JOSEPH FLAVELLE: Ro you take single men or only 
families? 
MR. MACALISTER: We take both, but principally 


families. On the other hand, there are many men in Canade 
without their families who frequently go into occupation of 
farms, bringing their families forward a year or two years 
EAGT. 

Sik JOSEPH’ FLAVELLE: From your experience could you 
say what percentage of thoaze brought out remain on the land 
anc do well enough either to subsist or to add to their 
méans? Is there a heavy leakage? 

MR. MACALISTER: Are you referring to the families 
that. are placed in permanent occupation of farms, or tempo- 
rarily placed there? 

SIR JOSEPH FLAVELLE: I am thinking cf the coloni- 
zation work you have carried on with your railway enterprise 
in the years gone by, I am not thinking of the moment. 


.“ 


MR. MACALISTER: All those familics that have 
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homesteaded or have purchased Land or have rented land, of 
them there is a very small leakage from the farm: but of 
those individuals or families who are placed in farm employ- 
ment -- well, nobody knows exactly, but in my opinion there 
is a decided leakage to the cities during periods of indus- 
trial activity because they are able to earn much larger 
wages there than in tho country. 

SIk JOSEPH FLAVELLE: You refer there to the hired 
help, not to the homesteader? 

MR. MACALTSTsk: No, the hired help. 

SIn JOSHPH PLAVELLE: I suppose it is still true in 
the west that not very much trouble has been taken to provide 
very comfortable homes for hired help? 

MR. MACALISTER: No, they lack that. badly. 

SIR JOSEPH FLAVELLE: They have very often had a share 
in the accommodation of the house. 

MX. MACALISTSR: Yes, that has been one of the prin- 
cipal difficulties in providing for whole families in farm 
employment in the west. We tried to overcome it to some 
extent a few years ago through agreement between the British 
Government and the Canadim Pacific for the construction of 
Humerous cottages on existing farms to provide for British 
families in farm employment. 

SIR JOSEPH FPLAVELLE: Was any considerable amount of 
that done? 

MK.. MAGCSDISTSn: Yes, we erected 129 or 130 cottages 


of that kind. 
SIR JOSEPH FPLAVELIS: What was your experience? 
MR. MACALISTSR: Very good until the present con-~ 


ditions came on. It is still working very satisfactorily 
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in Ontario and in a portion of Quebec, but in the west the 
difficulty of course is that the farivers cannot afford now to 
employ families. “ith regard to your question a moment ago 
concerning the value of a farm family to the railway, the 
figures to which you refer were ohtained by the late Mr. 
William Pearce after a very exhaustive investigation, but 
pertaining only to the three prairie provinces. His figure 
was 746.353 per farm femily gross revenue to the railway per 
annum. 

SInk JOSuPii PLAVSLLa: So you are deeply interested in 
Licvameregee of the: farm family. 

MR. MACALISTER: Very much so. 

Sik JOSEPH FLAVLLE: Have you any general obser~ 
vations which it would »e proper for you to make having re- 
gard to the government policy? I am not thinking at all of 
any comments in relation to the present policy of endeavour- 
ing to take care of the people we have rather than to bring 
in anyone from outside. Have you any general observations 
you. would like to make? | 

Mn. MACALIST2R: Of course, I am intensely interested 
in the further agricultural development of available lands 
within reasonable distance of existing lines of railway. 

At the same time the figure I have just referred to of the 
value per farm family was arrived at by Mr. Pearce in 1922. 

COMMISSIONER LEMAN: Pardon me, but who is Mr. Pearce? 

MRK. MACALISTER: Mr. William Pearce was a very old 
timer in the west. He went out there in 1872 or 1873 and 
was an engineer in the government service for many years, 
and eventually he became connected with the Canadian Pacific 


at the time our irrigation activities commenced in the west. 
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He was e statistician of consideretle note and was recognized, 
I think, as reéliecle. At that time he determined that there 
were 34,000,000 acres of arable land within fifteen miles 

of existing lines of railway -- lines existing in 1922. 

SI: JOSEPH FLAVSLLY: Of which how many were occupied? 

Mi. MAC ALISTER: That was unoccupied land. 

SiR JOSL Ri FLAVELLE: About how much was occupied? 

MR. MACALISTER: I have not got the figures. That 
information could be estimated in this way. There are 
approximately 250,000 farms in the three prairie provinces. 

A farm will average provatly 320 acres. 

Tir: CHAIRMAN: A half scetion. 

Mk. MACALISTEX: Yes. I am not quoting statistics, 
put that is ebout whet it will run. 34,000,000 acres cf 
land will provide for approximately 106,000 half section 
farms. So on thet 2sasis there must be two and a half times 
34,000,000 acres of land occupied. I am doing mental 
arithmetic now. 

SIR JOSEPH FLAVELLE: Sey 85,000,000 acres of land. 

MR. MACALISTER: Something about that. 

SIR JOSEPH FLAVELIiEn: Does that include the Peace 
River section? 

MR. MACALIS™iK: I don't thirk it did include the 
Peace River section. 

SIR JOSEPA FLAVELLE: Not in the uncultivated land? 

MR. MACALISTin:s Noe 

COMMISSIONSR LEMAN; Not in 96a? 

MR. MACALIST&R;: Noe 

TiS CHAIRMAN: A great part of the Peace River section 


48 in British Columbia. 
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Mr. MACALISTER: It certainly would not include that. 
It was not talked of at that time. 

COMMISSIONER LOREE: One thing struck me very much 
coming across the prairies. If you go into Baden or one of 
the mountain districts of south Germany you find house and 
barn under the same roof, so the man going from one to the 
other is not exposed te the elements. The same thing is true 
of eastern France. In New England the. house and barn were 
built separate, but they were usually connected by a wood~ 
shed, and the wood was so piled as to make a passageway, 
so that the man was protected in going from one building to 
the other. The prairie climate is very bleak and subject 
to high winds, and the location of the toilet and of the 
barn in reference to the house seoms to me to put a hardship 
on the family that they might easily avoid if the buildings 
were rearranged. 

WR. MACALISTER: Yes, I can see it would be very con- 
venient in many ways. 

COMMISSTONSR MURRAY: The Mennonites, Mr. Loree 
brought from “Wurope the same practice of having barn and 
house connected or adjoining; but the children are breaking 
away from tradition even to thet extent. 

COMMISSIONER LOREE: I think the New England 
practice had a substantial advantage over the German in 
making two separate buildings connected with a long wood~ 
shed, which also made a passageway between. 

MR. MACALIS STR: Might I conclude the remarks I was 
making, Sir Joseph, in connection with the unoccupied lands? 


THE CHAIRMAN: Very well. 
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MR. MACALIST:R: If there is available land for 106,000 
farms, those farms occupicd,on the basis of the figure I pre- 
viously quoted of $746.33 per farm family in gross revenue, 
would represent approximately (80,000,000 additional revenue 
to the railways from the three prairie provinces. [In 
addition to that we know that there are very considerable 
areas in the west -- I am speeking entirely of the west now, 
the three prairie provinces -- that must be recolonized, farms 
that are unoccupied, possibly rented to the adjoining farmer 


+. 
; 
r 


and improperly farmed because he is trying to handle more land 
than he can properly handle, areas farmed as one unit today 
which are not properly farmed because the man in control is 
not financially able to farm the place to get the best results, 
and farmers who have not done well and will pull out. There 
is always a shift from the farm. Peoplé estimate it at 
varying percentages, but as high as 2O per cent constant, 

that is, 20 per cent of the farmers who do not make good and 
have sooner or later to get off and go into some other occu- 
pation. I think probably that figure is too high, I do not 
(oar it ee) per cent, bub I do belteve it. is over 10 per 
cent. For instance, there is one block of 455 farms in 
Western Manitoba and “astern Saskatchewan that I happen to 

be familiar with which are now under farm management. They 
are under farm management because the farm owners had gotten 
into financial difficulties. I might say that those farms 

are handled by a chief farm manager with six assistants. 

The chief farm manager says that 10 per cent of the farms 

need new families this coming spring, and that before the 

455 farms are properly equipped to succeed there must be 


still an additional 10 per cent replacements of families. 
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Tigaecives vou an index of conditions. This is after a very 
careful survey of each individual farm. So we constantly 
need a stream of new families to keep our farms in those 
provinces producing at capacity. That is also true in other 
portions of the Dominion. In Nova Scotia, for instance, it 
is estimated by reliable authorities that they require 

3,000 farm families today to properly -- 

SIR JOSEPH FLAVELLS: Take up the slack. 

MA. MACALISTER: Yos. 

COMMISSION" R-LOKEB: Is that because of 20 per cent of 
what we call unemployable in industrial activities? 

MR. MACALISTER: No. In Nova Scotia it 1s occasioned 
by, the fact that during years past a very large proportion 
of the young people went to the New England States into indus~ 
trial employment, and the farm man and his wife have grown 
old on the place. I have seen on mnay farms in Nova Scotia 
where the man and his wife were keeping a horse and a cow 
and a few chickens and cut the hay from a five-acre meadow; 
they did not attempt to farm the rest of the place. Those 
ferms should be cecupied by families who will place them in 
eultivation. 

COMMISSIONER LOREE: Some figures I had collected some 
years ago of the time between the beginning of the farmers 
work early in the morning and its conclusion in the late 
evening indicated a spread of his labour of something more 
than 6,000 hours a year. If industry is org ganized in the 
future on the basis of a five day week at six mours a day, 
it would ve 1,750 hours. Is that goins to make such a dia- 


Jocaticn as to destroy civilization? Because we res vuP 
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civilization upon agriculture. Is agriculture soing to be 
maintained if the man in industry has something like four 
times the advantage in time over the farmer. 

MR. MACALISTER: Of course, Mr. Loree, there ia no 
dount that those conditions have influenced a lot of people 
from the farm to the city. 

COMMISSIONER LORSE: The census teken in the United 
States in 1930 indicated that from 1920 to 1930 the farm 
population had fallen off 4,235,000, I think it was. Is that 


probably one of the ressons for it, that industry is so much 


a 


etter rewarded and so much more attractive? 

MR. MAC ALISTHR: I think so, yes. 

COMMISSIONER LOREE: What do you see as the end cf 
thet process, and how long is it going to be before wo begin 
to be in distress? 

MR. MACALISTER: I do not know, 
Today we do get many imnigrant families in Canada whose only 
desire is to own a farm, they were bern with that desire, 
and if they can acquire a farm at a price within their reach, 
1t is possible that that is the only thought and ambition of 
the father and mother of that family; when they get the farm 
they are quite satisfied. How many generations that will 
test I aoinot kmovw. 

COMMISSIONER LOREN: In the States the farming in- 
dustry is being divided into two groups. We have what you 


might call industrial farming, in which the plowing is done 


oy 


4 


by motor tractors and the harvesting by the combine,and so 
on. Then we have farming which is pursued as a mode of life 
&@ man practically raises on the farm all he wants ~- his 


eggs, his chickens, his hogs, his milk, and all the rest 


se 
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of it. Do you suppose that people will content themselves to 
any extent with farming as a mode of life, or will they want 
to farm as an industry? 

MR. MACALISTSR; Of course, I can only express an 
opinion by saying thet it is possible now to get families 
from the other side who want to farm as a mode of life, as 
you express it, and I am satisfied that families of that type 
will continue of that mind until the end. But whether their 
children will is a question. Their children will be edu- 
cated in our schools and they will come in contact with 
people of other ideals. 

COMMISSION:R LOREE: I remomber stopping at a house 
near a line of railway. It was occupied by Italians and 
they had a little boy about twelve years old. TI said to him, 
"Well, son, are you going back to Italy when you grow up?" 
The youngster replied, "Hell! no, I wouldn't go back to a 
country where they are earning ten cents a day." Now, can 


we go on With that process taking place and keep any family 


_ on the farm for-two-cor three generations, or will they all 


leave the farm and will farming be carried on by means of a 
few industrial farms? This is a question that very much con- 
cerns mé as to the future of the race, and I do not see that 
it is very much discussed. 

THS CHAIKMAN:".In Saskatchewan they have what is 
called sustenance farming. How long is that going on? 

‘MR.. MACALISTER: I think you gentlemen all iknow that 
our native-born Canadians will not adopt sustenance farming 
and be satisfied with it. The migration we can get from the 
United States is not of a tyne that will be satisfied with 


sustenence farming unless the present conditions in industry 
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are to continue, and then they would have to be satisfied. 
But we have lots of families in western Canada farming today 
who are quite satisfied with sustenance farming. 

THE CHAIRMAN; There are plenty of them up the 
Gatineau. 

MR. MACALISTER: The second generation of that par- 
ticular type of family I have in mind have probably selected 
one of their children and have sent him off to school to give 
him an education, but the rest of the children are on the 
farm. What will happen in the third generation I do not know. 

SIR JOSEPH FLAVELLE: Mr. Macalister, you have an 
important percentage who have done well as farmers. There is 
a great body of people throughout the wect who have done 
sufficiently well to have a comfortable home -and give their 
children a reasonably good eduction, and as well they have 4 
more or less useful deposit in the nearby bank. of course, 
sometimes you have a very real misfortune like the one in 
southern Saskatchewan, and you have misfits, but you have 
many people in the west who heve done well. 

Kit. MACALISTER: Remarkably well, thousands of then. 

SIN JOSEPH FLAVELLE: Yes. Sustenance farming is 
partly a state of mind which keeps a man from making anything 
Dut a sustenance. We nave popularized the idea that those 
who work on the land are very badly off. It is not true if 
they attend to their job. 

MR. MACALISTER: Of course, there 1s another thing 
that should be taken into consideration, it seems to Nowe y 
that connection that qmite possibly with improved conditions 
now thers will be a very considerable percentage -- again 


speaking of the west particularly -~ of our farmers who will 
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be quite satisfied with a comfortable living on the farm, who 
during the past period of occupancy of the farm in the west 
have had ample ambition to make a lot of money, and conse~ 
quently have gone badly in debt and are in trouble today; 
they are going through such grief that when conditions return 
enabling them to make a reesonably fair living on the farm 
they will be quite satisfied to do so and live confortably. 
COMMISSION R LORKE: We are faced with a very real 
problem I think. When I start my kitchen garden in the spring 
i ook Lorward> to the activity being largely a weeding pro~- 
cess. Now, apparently in the human organization we have no 
Ve are encouraging the 
breeding of weeds and we are struggling with a good many 
difficulties. I mention this question of the arrangement of 
farm buildings as something which it seems to me might make 
farming more endurable, if not more attractive. I think 
the farm population is subject to hardships which could be 
very easily avoided, as is evidenced by the experience of 
‘people in other countries. I wonder whether experimentation 
could be made along that line to see how it weuld work Outs 
Mii. MACALISTER; Mr. Loree, the average farm in the 
west is of comparatively recent development, that is, tho 
farmer has not bcen there very long and there is a great 
deal of difficulty in trying to get him to spend much: time 
in making his hone surroundings comfortable and in boautify- 
ing the farm. For instance, trees have been available for 


5 


any farmer that wanted them for years and Years past, puto as 


is only in comparatively recent years that any large number 


of open prairie farms have bogun to develop groves around 


Cucir Learm  pui ldine ss A settler going into occupation of 
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raw land is kept pretty busy during the first few years in 
developing his farm and Uringing it to a state of production. 
I have talked to many of them about these things and they 
all say, "Yes, as soon as we get things going properly we 
will do what you suggest." 

COMMISSIONER LOREEN: When they put up their farm 
buildings in Iowa, Nebraska and Kansas they built them in 
the seme manner as they are budlt in Alberta. They remain 
there to this day. The ex “posure is not qiite so severe, but 
it is pretty bad at times. 

COMMISSION WEBoTER: Has all your work come to an 
end in Europe and the United States? 

Mie MACALISTIR: In the United States we are contin~ 
uing our activities and bringing to Canada farm families 
with capital. 

COMMISSIONSA WuBSTER: With means? 

Mit. MACALISTSR: With means to purchase and develop 


farms. In Europe we are carryin ng on a very limited camn- 


vaign to fill a programme asked for by New Brunswick and Nova 


DCOLLA . 

COMMISSION CH VEBSTER: You are doing that for us, 
are you? 

Mk. MACALISTER: Yes. In the British Isles we are 
endeavouring to interest all the British families we can who 


have capital to come here and develop farms. 


COMMISSIONGR WABGTsR: Have you cut down your staff 


MR. MACALISTIR: Very much. 
COMMISS fi WaBSTER: Is the fovernment doing any- 


thing of that kind now? 


‘ 


oy cet hee’ ist caret 
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Mak. MACALISTHH: No, the government is not recruiting. 
The government never ee recruited to any considerable ex- 
tent. Colonists reeruited by various interests are almost 
invariably presented to the Canadian government officials, 
both civil and medical, for inspection and approval or re- 
jection. 

COMMISSIONER WEBSTS Kk: Do you remember roughly the 
size of your budget for this department when you were in 
full blast before the depression? 

MR. MACALISTER: 1929 was the last year of major 
activity -~ this is for Canada, the United States and the 
British Isles, $895,000. 

SIR JOSEPH FPLAVELLE: That is not assisted passages, 
that is just administration expenses? 

MK. MACALISTSR: Yes, administration expenses. 

Sin JOSEPH FLAVALLE: What is your organization now 
for soliepting people to. come, here? 

MR. MACSLISTHR: We maintain an organization in the 
United Seates, Sn the British Isles, on the continent, and 
a very considerable organization in Canada. 

LORD ASHFIELD: What resulted from the expenditure 
of that 895,000? 

MR. MACALISTHR: That resulted in bringing to Canada 
OL, (O29 dimmigrants. 

COMMISSIONER LEMAN: From when to when? 

Mae MACALISTER: In one year,, 1929. 

LORD ASHFIELD: That is a very good result. 

COMMISSIOER LEMAN: Have you got any figures for the 
other years? 


MR. MACALISTER: I have here the figures for 1928, 
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1929, 1930 and to the end cf November 1931. 1928, 357,956; 
you have 1929; 1930, 21,419; LOS 15. oe the end of November, 
oO, 168, 

COMMISSIONEE “ERBSTMR: Are all those people of means? 

MK. MACALISTER: No, that is colonists of all classes. 

COMMISSION“R WVERST’R: Is the government allowing the 
entry of people without any means? 

MR. MACALISTER: 1931 are all of means, yes; that is, 
they are either all with means or they are families joining 
the husband and father already in Canada and in a position to 
take care of them on arrival. 

LORD ASHFIELD: Have you any idea what the Canadian 
National figures would be like? 

Mi. MACALISTSii: I have an idea that they are approx- 
imately the same, not ae of course. 

LORD ASHFIZRLD: Making allowance for this number of 
settlers, the population in Canada is increas ing very slow- 
235, LE LG toe? 

MR. MACALISTER: Yes, 

LORD ASHPIMLD: Have you any sort of census figures 
for those years? 

MR. MACALISTER: No, I have not. 

Doh) 2QoRPH FLAVELLE: In the last ten years we have 
increased about 500,000. 

COMMISSIONER LEMAN: A little over 9,600,009 to about 
0 5 250,000, 

LORD ASHFIELD; There is no natural growth in popu- 
lation, the shrinkage is made up by immigration. 

TH. CHAIRMAN: We have been losing to the United 


States. 
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SIN JOSEPH i#®LAVILLE: The United States is a tremendous 
magnet. 

COMMISS LONER LEMAN: The New England States have 
PySO0 000] woredie/CO,000 French Canedisns. 

Coming back to the figure stated by Mr. Loree, 6,000 
hours a year as the spread of la&our on a New England farm, 
Mr. Macalister -- 

COMMISSIONER LORLE: For New York State as a matter of 
fact. 

COMMISSTONSR LEMAN: -- would you have any figure as 
to the number of hours spent by a Canadian farmer on a wheat 
farm? 

MR. MACALISTER: No, I have not any figures. 

COMMISSIONER LEMAN: I do not think it would he any- 
where near that. You would lknow,Dr. Murray? 

COMMISSION 2 MURNAY: I might hazard a guess. The 
California emigration this year is very limited. 

Sik JOSSPH FLAVELLE: What is the range of price of 
your available lands to a men coming in to buy? 

WR. MACALISTIR: I would say roughly thet our lands 
which are fairly fit for settlement at the present time will 

range in price from #8 to 314 per acre. That is non- 
irrigable land, the ordinery farm land of the west. 

COMMISSIONSR LEMAN: And irrigated land? 

MR. MACALISTER: About $30 an acre. 

Sik JOSEPH FLAVELLE: Are there irrigation charges 
on the 330 land? 

MR. MACALISTER: Yes, there is qa maintenance charge 
Wien Veries., On one rlock it varies three ways. In the 
Lethbridge district the maintenance charge is 31 per acre, 


in the western section of our irrigation block near Calgary 
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it is 50 cents an acre, and in the block east from Bassano 


AG Lev Sl ye per sere | 


1" 
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SIk JOSEPH PLAVELLE: I suppose you have a good 
record this year as against the southern dry belt? 

MK. MACALISTR : Yes, very good crops this year. 

O18 JOSEPH *LAVELLE: You said the range of price was 
from 38 to $14 per acre. Wheat about unbroken land, un- 
occupied land? I am not thinking of your own lands particu- 
larly, I am speaking broadly. 

MR. MACALISTER: It Ils very hard to arrive at the 
value of farm lands at the present time: there is no market. 
The only way you could arrive at a value would be on the 
figure eo whieh Tand is held, and that Ties! so Very much 
that 4t is difficult to get at an intelligent figure at the 

present time. 

COMMISSION: it LEMAN: On your irrigated lands have you 
any record cof crop failures? 

Mk. MACALIST=k: Not where water was intelligently 
used and applied. I would have to qualify that statement 


by also saying -- except in individual cases of small 


acreage where a small portion of one farm might have become 
-ater-Llogged throvgh improper drainage and too much water. 


COMMISSIONER LORES: Do you assist the incoming 
farmer in any way? 

MR. MACALISTER: Yes, in our irrigation blocks 
for instance. There are no blanket terms of assistance that 
sre aveilable to everyone, each case being dealt with separ- 
ately on its own merits in the judgment of the manager; put 


cenerally speaking if a farmer has sufficient equipment and 
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capital to cover his initial expenses, we loan him material 
to a value of jj1,000 for the erection of his buildings and 
fences, and we also sell him milking cows and sheep on a 
small cash payment, with the balance spread over a period of 
time. 

COMMISSIONER LOREE: I once had occasion to look after 
Prince Hilkof while he was in the United States. He waa 
Russian Minister of Communications under the Czarist regime. 
Talking of their conditions he said that after the serfs 
were given their freedom certain portions of land in dif- 
ferent locations were set aside for their use. The title 
did not pass to the individual peasant, but the use of the 
land, and at intervais of three or five years those allot-~ 
Ment s\ Were Remade. - One wo the troubles, he told.mé, was that 
the smart fellow always got the well-tilled land away from 
the fellow who was industrious. In some localities the in- 
crease in the population had been such that the land would 
no: longer otter trem’ soo0d support, and the Russian fovern- 
ment was systematically trying to move that population over 
into Siberia. The government authorities would allow groups 
to scout out the land and select locations, they would 
transport free such people as wanted to go, and 
them one year's sustenance; after that it paid them to look 
after themselves. Ie thought at that time the work was 
being very well conducted and was relieving the home situ- 
ation very effectively. That was a year or two before the 
war between Javan and Russia. I was wondering whet assis- 
tance you gave your settlers. 
MR. MACALISTER: On our so-called brush lands, that 
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is the portion of.the west that is partly covered by smal 1 
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prush and is partly open orairle, we have arranged terms of 
sale giving a man really four years free of payment of inter« 
est in which to develop this raw Land into a farm before he 
commences to pay for it. Those terms are a 820 cash payment 
on a quarter-section of land, 160 acres, merely as an indi- 
cation that his intentions are serious. Then we give him 

an agreement to sell him that land at the end of four years 
at a stated price, he in the meantime paying the taxes. That 
is all he pays; no interest or other payments are due until 
the end of four years. During that four years they are able 
to develop these farms and get them into a state of production 
so they can poe vO pay for themat the end of that period. 
Those terms have heen very successful indeed in enaocling 
Meny Lemelies or very small capital to start farming for 
themselves, and they get along very well. 


SIR JOSEPH FLAVELLE: Are there still considorable 


{ 


areas of land held forspeculative purposes by private owners? 


MR e M AC AELST tke EE : Oh, FES e 


SIK JOSEPH FLAVELLE; That is one of the reasons why, 


I suppose, the settler keeps pushing further afield in the 


hope of getting lower priced land? 


MR. MACALISTER: Partly, and partly human nature. 
SIN JOSEPH FLAVELLE: Partly human nature? 
MR. MACALIST RR: It is human nature to push further 


2eid. 


ui) 


SIK JOSE EBL FLAVELLE: Of course I take it for granted, 
Mir. Macalister, that vou have no mb ubt about these arable 
lands being ultimately occupied? 

Mit. MACALIST&R: Oh, none whatever; they will be, yes. 


Sin JOSEPH FLAVELLE: We are passing through a period 
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IgKMe the Pest of the world, and whon we are squared away 
and going strong again we will get lots of incoming settlers. 

MR. MACALISTAR: Ues, I hope so. Without wishing in 
any sonseé to criticise the voliey of the government, my 
personal opinion is that there has been no reason why we 
should not have continued receiving agricultural families 
with capital sufficient to go into oecupation of a farm 
during the past two years. I think we would have been much 
better off in Canada had we kept on receiving such people, 
providing they had sufficiont capital to go into occupation 
of a farm and start farming it. 

SIR JOSEPH FLAVELLE: I did not know that we had 
stopped the entry ef those with capital. We have stopped 
them as well as the others? 

MR MACALISI“R: Not officially, but wiofficially. 
The Inmi gration Act still permits the entry of people with 
Capital, but actually they have been pretty well restricted. 
i am only saying to you what I have said to the Minister of 
Immigration. 

pie SOOKPH OP EAVELLE: Tothink, Mr. Chairman, that 
38 all I have to ask Mr. Macalister, 

COMMISSIONSR LOREE: There is something that interests 


me 


: 


ause I think it is fundamental. We ought always to try 
to find some means to make sustenance farming attractive. I 
think that is. one of the problems we have to work out in the 
future. That is why I alluded to the location of buildings 
as only one of the many steps that might be taken to help 
farmers. such, -as diversification of cropa, animal. life, and 
all the rest of it. I do not know how much attention the 


agricultural colleges give to that here, but so far as I 
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have been able to talk with people in the Stetes I have 
endeavoured to get them interested in it from that point of 
view. 

MR. MACALISTER: E spent a good many years in the 
States myself, Mr. Loree, trying to induce your good United 
States farmers to come over to Canada and settle on our 
farms. Of course, farming in the corn belt is carried on 
much as it is in western Canada, that is, the buildings are 
arranged much the same. 

COMMISSTONN LOREE: Yes, (Lam Gratictsine 1b a9) an 
unnecessary hardship. But many of these things seem to me 
to be so remediable that one wonders why they persist. When 
connected with the Rock Island Railway I had occasion to 
make an examination of the line in Towa. Iowa is a corn - 
maizo - State. I was told the production of maize was 
steadily falling off. I started some people to make enquir- 
ies, and I found that the seed was poor, much of it did not 
germinate, and generally things were going backwards. I got 
the people of the agricultural colleges interested and they 
undertook various things. We offered them trains, and they 
went up and down the line and gave lectures. . They were the 
first agricultural trains to be run in the United States. 
Those people made frames and planted seeds from different 
ears of corn, and they marked the ears so that farmers could 
sce what ears were worth planting and what ought to be re- 
jected. It is astonishing how much they brought up the 
yield pertacre in that ‘State in the course of eight or ten 
years. That was just a casual thing, and I wonder why pcople 
who have made farming a life business and are interested in 


those things have not found a solution for much of which we 
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complsin. 

MR. MACALISTER: Of course, Dr. Murray would know 
more about it than I do, but that work is being carried on 
very actively in the west. 

COMMISSION2R MURRAY: A certain amount of it, yes. 

Sih JOSEPH FLAVELLE: We turn out a tremendous amount 
of pamphlets, but the personal touch is what we are interes- 
ted in. You have been referring to my friend Bowman's 
scheme? 

MR. MACALISTER: Yes. 

SIX JOSEPH PLAVELLE: Bowman has a remarkable person- 
ality. He is making good. 

ins MACALISTER: Yes, thah is the’ Colonteabion and 
Finance Corporation. 

SOIR JOSEPH FPLAVELLE: In manitoba? 

MR. MACALISTER: It Ils pretty well all Manitoba and 
eastern Saskatchewan. 


OTR JOSEPH FLAVELL Mr. Bowman is President of the 
Mutual Life Insurance Company. which company loaned a lot 
of money in the west. He went out there and said: You ovweus 
money, and you have got to work under direction. He has 
made those mortgages good. 

Mi. MACALTSTER: Yes. 

SIR JOSEPH FLAVELLE: If instead of agitating against 
this person and that farmers would apply themselves to the 
field im which they are supreme, the field of cultivation, 
they would take a pride in the serse of accomplishment of 
what could D¥e done by attention to their job, and make it a 
twelve-month job. That is the type of teaching that the 
eollegess have not been doing, that is, they have not 


succeeded in getting their. message over except in spots here 


and there. 


ov; 
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MR. MACALISTER: I think the programne of Mr. 
Bowman's colonization and finance corporation is the most 
comprehensive step that has been taken in that direction. 

COMMISSION R MURRAY: For the farmer in difficulties. 

MR. MACALIST:R: Yes; because they ere going after 
the weed difficulty, the good seed proposition, and all the 
Peso oT at, 

ola JOSEPH FPLAVELLE: His is a reclamation scheme ; 
whereas it should never have reached the point of reclama- 
tion. 

COMMISSIONER MURRAY: In the last ten years the 
farmers! attitude towards the sow thistle has Changed. They 
have control of it now; they did not know how to handle it 
before. But the real trouble 28 Larty cent wheat; that 
takes the life out of the farmers of the west, 

THE CHAIRMAN: We are very much obliged to you, 


Mr. Macalister. 


At 4.00 p. me the Commission adjourned. 
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